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VETERANS LOAN GUARANTY PROGRAM 


WEDNESDAY, JUNE 20, 1956 


Untrep Srares Senate, 
SUBCOMMITTEE ON VETERANS’ AFFAIRS 
OF THE COMMITTEE ON LABor AND PusLic WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a. m., in room P-63, 
Capitol Building, Hon. Herbert H. Lehman (chairman of the sub- 
committee) presiding. 

Present: Senators Lehman, Hill, and Kennedy. 

Also present: Stewart E. McClure, staff director; John S. For- 
sythe, general counsel; Michael Bernstein, minority staff director; 
Mary DiDio, professional staff member; and Milton Semer, chief 
counsel, Subcommittee on Housing, Senate Committee on Banking 
and Currency. 

Senator LeHman. We have quite a long list of witnesses this morn- 
ing, so we will start the hearing. 

The hearings today and tomorrow before the Subcommittee on 
Veterans’ Affairs of the Committee on Labor and Public Welfare will 
concern themselves with various proposals to amend the veterans’ 
loan-guaranty program. 

One of the bills before us, H. R. 9260, has already been passed by 
the House of Representatives. It makes several amendments to the 
loan-guaranty program. Some of them are designed to liberalize and 
make more flexible the loan provisions. Some are designed to give 
legal sanction to existing administrative practices. Another provi- 
sion would extend until 1965 the guaranty features of the program 
with respect to a certain class of veterans—those who lose their homes 
through such acts as condemnation proceedings, fires or other natural 
hazards. Still another provision would provide for a period of time 
beyond the terminal date of the program, July 25, 1957, during which 
administrative action could be completed to investigate and grant 
loans pending on that date. 

(H. R. 9260, referrea to, and Department reports follow :) 


{H. R. 9260, 84th Cong., 24 sess.) 


AN ACT To amend title III of the Servicemen’s Readjustment Act of 1944, as amended, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title III of the Servicemen’s Readjust- 
ment Act of 1944, as amended, is hereby amended as follows: 

(1) Section 500 (a) is amended by deleting the colon immediately preceding 
the last proviso and inserting in lieu thereof the following: “and, notwithstanding 
any other provision of this section to the contrary, an entitlement may be so 
excluded and restored to the use of any veteran at any time prior to January 31, 
1965, for the purpuse of obtaining a loan which will be guaranteed or insured in 
accordance with the provisions of this title :”, and such section 500 (a) is further 
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amended by adding at the end thereof the following: “In computing the aggre- 
gate amount of guaranty or insurance entitlement available to a veteran under 
this title, the Administrator shall exclude the amount of guaranty or insurance 
entitlement previously used for any loan guaranteed or insured under section 501 
which has been repaid in full, and with respect to which the real property which 
served as security for the loan has been disposed of because the veteran, while 
in the active service, was transferred by the military department with which 
he was serving.” 

(2) Section 500 (c) is amended by striking the third sentence and inserting 
in lieu thereof: “Upon making a loan as provided herein, the lender shall forth- 
with transmit to the Administrator a report thereof in such detail as the Admin- 
istrator may, from time to time, prescribe.” 

(3) Section 501 (a) is amended by striking subsection (3) and inserting in 
lieu the following: “(3) That the price paid or to be paid by the veteran for 
such property, or for the cost of construction, repairs, or alterations, does not 
exceed the reasonable value thereof as determined by the Administrator.” 

(4) Section 502 (a) is amended by striking out subsection (4) and inserting 
in lieu thereof the following: “(4) That the price paid or to be paid by the 
veteran for such property, or for the cost of construction, repairs, or alterations, 
does not exceed the reasonable value thereof as determined by the Administrator.” 
(5) Section 503 is amended by striking out subsection (4) and inserting in lieu 
thereof the following: (4) That the price paid or to be paid by the veteran for 
such property, or for the cost of construction, repairs, or alterations, does not 
exceed the reasonable value thereof as determined by the Administrator.” 

(6) Section 503A is amended by striking out the first paragraph and inserting 
in lieu thereof the following: “Whoever knowingly makes, effects, or participates 
in a sale of any property to a veteran for a consideration in excess of the reason- 
able value of such property as determined by the Administrator, shall, if the 
veteran pays for such property in whole or in part with the proceeds of a loan 
guaranteed by the Veterans’ Administration under section 501, 502, or 503 of this 
title, be liable for three times the amount of such excess consideration irrespective 
of whether such person has received any part thereof.” 

(7) Section 504 is amended by adding a new subsection (d) to read as follows: 
“(d) No loan for the purchase or construction of residential property shall be 
financed through the assistance of the provisions of this title unless the veteran 
applicant, at the time that he applies for the loan, and also at the time that the 
loan is closed, certifies, in such form as may be required by the Administrator, 
that he intends to occupy the property as his home. No loan for the repair, 
alteration, or improvement of residential property shall be financed through the 
assistance of the provisions of this title unless the veteran applicant, at the time 
that he applies to the lender for the loan, and also at the time that the loan is 
closed, certifies, in such form as may be required by the Administrator, that he 
occupies the property as his home. For the purpose of this title the require- 
nrent that the veteran recipient of a guaranteed or direct home loan must occupy 
or intend to occupy the property as his home shall be construed to mean that the 
veteran as of the date of his certification actually lives in the property personally 
as his residence or actually intends upon completion of the loan and acquisition 
of the dwelling unit to move into the property personally within a reasonable 
time and to utilize such property as his residence.” 

(8) Section 506 is amended by designating the existing provisions therein as 
subsection (a) and by adding a new subsection (b) to read as follows: “(b) 
Whenever any veteran disposes of residential property securing a guaranteed, 
insured, or direct loan obtained by him under this title, the Administrator, upon 
application made by such yeteran and by the,transferee incident to such disposal, 
shall issue to such veteran in ¢onnection with such disposal a release relieving 
him of all further liability to the Administrator on account of such loan (includ- 
ing liability for any loss resulting from any default of the transferee or any 
subsequent purchaser of such property) if the Admiinstrator has determined, 
after such investigation as he may deem appropriate, that (1) the loan is current, 
and (2) the purchaser of such property from such veteran (a) has obligated 
-himself by contract to purchase such property and to assume full liability for the 
‘repayment of the balance of the loan remaining unpaid, and (b) qualifies from 
a credit standpoint, to the same extent as if he were a veteran eligible under 
section 501 (a), for a guaranteed or insured or direct loan in an amount .equal to 
the unpaid balance of the obligation for which he has assumed liability.” 

(9) Section 507 is amended by striking out subsection (3) and inserting in 
lieu thereof the following: “(3) The amount of the guaranteed loan does not 
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exceed the reasonable value of the property or business, as determined by the 
Administrator.” 

(10) Section 501 is amended by adding at the end thereof the following: 

“(d) Notwithstanding any other provision of this title, where a contract for 
the purchase of residential property has been entered into before July 25, 1957, 
and on that date approval of a loan for the purchase of such property is being 
processed by the Administrator, then such loan may be guaranteed pursuant to 
the provisions of this title if such approval is granted and the loan is closed on 
or before July 25, 1958.” 

Passed the House of Representatives April 23, 1956. 

Attest : 

RaLey R. Rowexrts, Clerk. 


—_—————_ 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 7, 1956. 
Hon. Lister HILL, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

My Dear Mr. CHAIRMAN. This is in reply to your letter of May 2, 1956, request- 
ing the views of the Bureau of the Budget regarding H. R. 0260, a bill to amend 
title III of the Servicemen’s Readjustment Act of 1944, as amended, and for other 
purposes. 

Section (1) of this bill would provide that any loan entitlement restored to 
a World War II veteran by the Administrator of Veterans’ Affairs may be used 
up to January 31, 1965. Such a provision would, in effect, extend the loan 
benefits for the veterans affected well beyond the present termination date. In 
doing so, it would be contrary to the program of the President, as indicated in 
the Bureau of the Budget report to your committee dated May 25, 1956, on S. 3639 
and 8S. 3602. It would also discriminate against those veterans who have not 
used their original entitlement and who would therefore not benefit under this 
proposal. 

Sections (2), (3), (4), (5), (6), and (9) would strengthen the basis for cur- 
rent administrative practice by clarifying the Administrator's ultimate respon- 
sibility for determining property valuations. This is a sound objective, which 
appears to be met by the sections cited above. 

Section (7) would require that the veteran certify his intent to occupy the 
residential property involved at the time of application and again when the loan 
is closed. The Bureau of the Budget favors the objective of guarding against 
possible abuse of the veterans loan program. However, in view of the adminis- 
trative complications which appear likely under this proposal, it is believed 
that consideration should be given to the alternate proposal of the Veterans’ 
Administration, which would serve the same purpose without the inherent com- 
plications of section (7). 

Section (8) would provide that, when a veteran sells his home to another 
individual who meets certain requirements, the veteran will be released from 
liability to the Government and the liability will be transferred to the purchaser. 
It is noted that such a change would apply only to residential property and to 
sales closed after enactment of the bill, thereby discriminating against holders 
of business and farm property and veterans who have sold their homes in the 
past but remain liable to the Government. 

In addition to the weaknesses noted above, section (8) would often place the 
Government in the position of paying a claim on a loan defaulted by the second 
or later purchaser, even though the veteran who was released from liability had 
made a substantial profit on his sale. Such an arrangement would constitute an 
unintended extra benefit for some veterans selected by chance and would be 
prejudicial to the interests of the Government. 

Section (10) would provide an extra year for the processing and closing of 
loans applied for by the present termination date, July 25, 1957. It appears 
that such a change would be helpful in eliminating confusion and inequities which 
might develop under existing law. The favorable attitude of the Bureau of the 
Budget toward this proposal was indicated in our report to your committee on 
S. 3639 and S. 3602. 

In summary, the Bureau of the Budget would favor enactment of sections 
(2), (3), (4), (5), (6), (9), and (10) of this bill. However, for the reasons 
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stated above, this office would be opposed to sections (1), (7), and (8). Conse- 
quently, in view of the importance of these three sections, the Bureau of the 
Budget recommends against favorable consideration of H. R. 9260 by your 
committee. 
Sincerely yours, 
Rosert E. MERRIAM, 
Assistant to the Director. 





VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., June 20, 1956. 
Hon. Lister HILL, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear SENATOR HILL: Further reference is made to your request for a report by 
the Veterans’ Administration on H. R. 9260, 84th Congress, an act to amend 
title III of the Servicemen’s Readjustment Act of 1944, as amended, and for other 
purposes, as passed by the House of Representatives on April 23, 1956. 

This measure would amend the Servicemen’s Readjustment Act of 1944, as 
amended, in a number of particulars. Section 500 (a) would be amended to 
permit the restoration of entitlement used for a home loan by a veteran who is in 
service and who disposes of his home because of a transfer on orders of the 
service department. Used entitlement would also be restored to a veteran at 
any time prior to January 31, 1965, where the property subject to the initial use 
of entitlement was taken by a Government agency for a public use, destroyed 
by natural hazard, or otherwise disposed of for compelling reasons without 
fault on the part of the veteran. Section 501 would be amended to provide that 
notwithstanding the termination date of July 25, 1957, for the guaranty of loans 
to World War II veterans, any loan for the purchase of residential property 
which is being processed by the Administrator on July 25, 1957, may be guaran- 
teed if on or before July 25, 1958, approval is granted and the loan is closed. 
Sections 500 (c), 501 (a), 502 (a), 503, 503A, and 507 would be amended so as 
to delete certain references therein to determinations by proper appraisal made 
by an appraiser designated by the Administrator and to rephrase these provisions 
to provide for such determinations by the Administrator. A new subsection 
would be added to section 504 to require that a veteran applicant for a loan to 
purchase, construct or repair, alter or improve a home, certify, at the time he 
applies for the loan and at the time the loan is closed, that he occupies or intends 
to occupy the property as his home. The bill would also add a new subsection 
to section 506 to permit a veteran obligor on a current loan to be released from 
liability to the Administrator on account of such loan when he disposes of 
residential property securing the loan obligation to a credit-worthy transferee 
who has assumed full liability for the repayment of the unpaid balance of such 
loan. 

Item (1) of the bill relates to the restoration of certain used entitlement. 
Under existing law the restoration (or exclusion of initial use) of entitlement, 
used for a loan with respect to which the security has been (1) taken by a gov- 
ernmental agency for public use, (2) destroyed by fire or other natural hazard, 
or (3) disposed of because of other compelling reasons without fault of the 
veteran, would not be available beyond July 25, 1957, the general terminal date 
prescribed by section 500 of the Servicemen’s Readjustment Act with respect to 
the guaranty or insurance of loans for the World War II group. The subject 
proposal would, therefore, provide the same termination date for the use of 
restored guaranty entitlement for World War II veterans as presently applies 
to the use of any guaranty entitlement available to Korean conflict veterans. 
This would create a situation whereby veterans of World War II who have 
qualified for exclusion, recomputation, and restoration of their entitlement may 
use such benefits at any time prior to January 31, 1965, whereas World War II 
veterans who had never utilized their entitlement would be precluded from using 
it after July 25, 1957. It would seem that the latter group might raise a ques- 
tion of discrimination and, perhaps, urge an equal extension of the entitlement 
period which would afford them opportunity to participate in the program 
beyond the present deadline. The language of the proposal would permit the 
Veterans’ Administration to continue its present policy, based on considerations 
of administrative simplicity, of not entertaining requests for restoration of used 
enitlement unless the need is present or contemplated in the immediate future. 
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The current Veterans’ Administration policy of not restoring entitlement inci 
dent to the disposition of a GI home upon military transfer to a new duty station 
was based on the fact that the regular rotation or transfer of military personnel, 
being a customary aspect of military service, must have been fully anticipated 
by the personnel involved and therefore would not seem to constitute one of the 
“compelling reasons devoid of fault on the part of the veteran” warranting a 
restoration of loan entitlement. The proposal to provide specifically for the 
exclusion of entitlement in military transfer cases, irrespective of the number 
of such transfers for the person concerned, raises a serious question of policy 

It may be noted that under section 222 of the National Housing Act, as added 
by section 124 of the Housing Act of 1954 (Public Law 560, 83d Cong., approved 
August 2, 1954), a system of FHA mortgage insurance was established for Armed 
Forces personnel who require housing assistance. Under this program the 
Department of Defense pays the FHA loan insurance premiums. The interest 
rate of 444 percent paid by the borrower on his loan and the maximum maturity 
term of 30 years are the same as that applicable to Veterans’ Administration 
guaranteed home loans. The amount of an FHA insured serviceman’s loan may 
be up to 95 percent of the appraised value (not to exceed $17,100), whereas Vet 
erans’ Administration loans may be made for as much as YS percent of the 
purchase price if the borrower is able to locate a lender willing to make a loan 
in such amount. 

It should be further noted in connection with this aspect of the proposed that 
the Veterans’ Administration does not restore entitlement of a veteran who has 
disposed of his home for compelling reasons devoid of fault unless the loan has 
been paid in full. If the proposed amendment is enacted, this regulatory require 
ment of the Veterans’ Administration would not be changed, and exclusion of 
entitlement in military transfer cases would be approved only in the event that 
the Administrator had in fact been released from guaranty liability on the loan 
with respect to which exclusion of entitlement was requested by the serviceman 

Items (2), (3), (4), (5), (6), and (9) of the proposed legislation would 
amend sections 500 (c), 501 (a), 502 (a), 503, 503A, and 507, respectively, 
so as to delete references therein to designated appraisers and clarify the 
fact that final determinations of reasonable value vest in the Administrator. 

Following the enactment of the Servicemen’s Readjustment Act, the Veterans’ 
Administration established a panel of appraisers from which a lender selected 
an appraiser to make an estimate of the “reasonable value” of the property and 
this estimate was made available to the lender and the seller. Certain undesir- 
able practices and pressures in the adjustments of appraisals resulted from 
this procedure, however, and in 1948 the present practice was adopted whereby 
fee appraisers are selected by the Veterans’ Administration and their estimates 
of reasonable value are considered confidential. The revised procedure has 
reduced controversies and contributed to sounder appraisals and hence to a 
sounder administration of the Servicemen’s Readjustment Act. 

Although the lending fraternity generally has accepted the current procedure 
under which the Veterans’ Administration issues a certificate of reasonable 
value in lieu of permitting the fee appraiser to furnish a lender with a copy 
of his appraisal report, certain institutional lenders have insisted that they were 
entitled to a copy of the fee appraiser’s appraisal report. Apparently this 
eontention is based on the conclusion that under the act a loan is eligible for 
guaranty only if the purchase price or cost of the dwelling unit is not in excess 
of the reasonable value thereof as determined in the first instance by the desig- 
nated fee appraiser. It is the position of the Veterans’ Administration, how- 
ever, that it must determine whether the fee appraiser’s appraisal is proper, 
as required by the statute, and that in the exercise of this responsibility and 
authority to determine what is a proper appraisal this agency may adjust the 
fee appraiser’s estimate of reasonable value. 

It would appear that this position would be sanctioned under the statute 
whether or not the proposed changes to the Servicemen’s Readjustment Act are 
adopted. No change in the existing administrative practice would be entailed. 
The Veterans’ Administration would not be precluded from employing the 
fee-appraiser system and authority for the final determination of reasonable 
value would continue to vest in the Administrator should the amendments be 
enacted. 

Item (7) of the bill would amend section 504 so as to require a certification 
of occupancy, or intent to occupy, residential property. It should be noted that 
under current procedures veterans applying to lenders who are required to or 
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who voluntarily submit proposed loans to the Veterans’ Administration for prior 
approval are required to certify on the loan application form (VA Form 4-1802) 
as to their intention to occupy the property as a home. A certification of occu- 
pancy has not been required of the veteran on the certification of loan disburse- 
ment (VA Form 4-1876) which the lender submits after the loan is closed in 
prior approval cases, since the veteran at the present time is not required to 
execute that form. In cases where supervised lenders elect to make loans under 
the automatic procedure, the veteran applies to the lender for a loan and the 
lender proceeds to complete the loan to the veteran and then submits a report 
to the Veterans’ Administration on VA Form 4-1820. The veteran currently 
certifies on this form concerning his occupancy intention. In such automatic 
procedure cases, the proposed requirement that the veteran also make a certi- 
fication “at the time that he applies for the loan” to the lender might well be 
considered a “redtape” irritant by supervised lenders. In such cases there 
would have to be a separate certification which the lender would have to attach to 
his loan report when submitting the report to the Veterans’ Administration. 

In view of the foregoing considerations in connection with loan processing, 
the question is raised as to whether it might not suffice, both in the case of 
loans made under the automatic procedure and under the prior approval pro- 
cedure, to require only that the veteran execute a single certification which 
would be “at the time that the loan is closed,” thereby obviating the necessity 
for having a supervised lender obtain a certification from the veteran when he 
first applies to it for a loan in an automatic procedure case. The crucial moment 
for the requisite intention on the part of the veteran would seem to be the time 
that the loan is closed. It is the opinion of the Veterans’ Administration that 
if the proposed amendment were modified to require a certification by the veteran 
at the time that the loan is closed, it would accomplish the objective of the 
amendment and at the same time would be more acceptable to supervised lenders 
electing to process loans under the automatic procedure. In prior approval 
‘ases the Veterans’ Administration could, as a matter of policy, continue to 
require the veteran to certify regarding his occupancy intention at the time that 
he applies to the lender for a loan and executes an application for lean guaranty 
on VA Form 4-1802. 

Item (8) of H. R. 9260 would amend section 506 to release a veteran from 
liability to the Government where the veteran has sold residential property se- 
euring a guaranteed, insured, or direct loan if the Veterans’ Administration 
determined that the loan is current and that the purchaser (1) has assumed full 
liability for the repayment of the loan balance, and (2) qualifies from a credit 
standpoint for a guaranteed, insured, or direct loan in an amount equal to the 
unpaid balance for which he has assumed liability. This proposal would estab- 
lish a preference for residential property owners over veterans who used their 
entitlement to purchase business or farm property. 

Since the proposal is prospective only, otherwise eligible veterans who are how 
indebted to the Government because of the payment of the guaranty resulting 
from a default by a transferee of the property would not be benefited by its 
provisions, and therefore such veterans might consider the amendment to be 
discriminatory. 

A more important effect of the amendment, it is believed, is the prejudicial 
effect it would have on the interests of the Government. In many, if not most, 
instances the veteran who voluntarily disposed of his home realized a profit 
when he did so. In this respect it is questioned as to whether the best interests 
of the Government are served where the veteran is allowed to realize a profit 
and at the same time be released from future liability that might be incurred 
by the Government if it is required to pay a guaranty on the loan which he 
obtained, 

Under the basic statute the debtor-creditor relationship between the borrower 
and the lender is carried on throughout the entire loan transaction, and the 
Veterans’ Administration, which acts in the capacity of the guarantor of the 
loan only, is not a party to the immediate contract terms. It is therefore impor- 
tant to point out that any arrangement which the Veterans’ Administration might 
make with the veteran could not affect the holder’s vested rights, and unless the 
holder also agreed to the substitution of mortgagors the veteran would still be 
liable on the indebtedness so far as the holder is concerned. 

Under section 509 of the Servicemen’s Readjustment Act, as amended, the 
Administrator is given discretionary authority to grant releases of the nature 
eontemplated by the subject proposal where he deems it appropriate to do so. 
Under current operating policies and procedures such consent is granted only 
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upon the request of the holder and in limited cases. The Veterans’ Adminis 
tration Manual, entitled “Loan Guaranty Operations for Regional Offices” | M44, 
part III), provides as follows: 


“2.40 RELEASE OF PERSONAL LIABILITY 


“Pursuant to VA Regulation 43824 (F) (but with certain exceptions noted 
therein) the Government’s obligation as guarantor or insurer will be invalidated 
upon the release of the personal liability of any obligor on a guaranteed or 
insured loan without the prior approval of VA. 

“a. Restrictions-It is not contemplated that requests for such releases will 
be granted as a mere matter of course. The persona) liability of an obligor on 
a guaranteed or insured loan is a contingent asset of the Government, and a 
release thereof will not be given unless it will best serve the Government's 
interests. For example, if by reason of the advantageous financing or other 
wise, the property is being sold by the present owner at a substantial profit and 
the release of personal liability is an additional benefit solely for his own con- 
venience and protection, the release will not be granted. On the other hand, if 
the credit rating of the assumer is superior to that of the present obligor and 
the transfer will result in the reinstatement of a defaulted loan, a release of 
personal liability would be proper, if this is required as a condition of the 
sale. In other words, a release will not be granted merely for the present 
owner’s convenience, but if the present owner is in trouble with his mortgage 
and the interests of the Government as well as the holder will be best served by 
transfer of the obligation to stronger hands, the release will be granted—par 
ticularly in cases of this kind where the sale is conditioned upon such release, 
(See also par. 2.14¢ and e hereof.) 

“b. Government's right of indemnification—Where the original veteran-bor- 
rower’s personal liability will be released incident to the transfer, it must be 
remembered that it is only with respect to him that the Government's right of 
indemnification arises. The retention of this right becomes particularly impor- 
tant in those jurisdictions where considerable time and expense is involved by 
the necessity of retaining the liability of assumers through a deficiency judg- 
ment. Therefore, unless the purchaser agrees to assume the indemnity obli- 
gation of the veteran, a release of the veteran’s personal liability would not 
ordinarily be granted without due consideration of the Government’s interests 
in this regard.” 

Item (10) would amend section 501 to provide that the Veterans’ Adminis- 
tration may guarantee a loan at any time through July 25, 1958, if the contract 
of purchase of residential property has been entered into prior to July 25, 1957, 
and on that date approval of a loan for the purchase of such property is being 
processed by the Veterans’ Administration. This agency is in accord with the 
objective of this proposal.* The question is raised, however, as to whether 
the committee may not wish to consider broadening this amendment to afford 
the same measure of administrative leeway to farm and business loans, loans 
for the construction, alteration, repair, or improvement of residential property, 
and loans for the refinancing of delinquent indebtedness. In the interest of 
defining more precisely the circumstances under which the residential purchase 
loans may be processed to the point of issuing guaranty, it is suggested that the 
language after the word “date” be deleted and the following substituted in lieu 
thereof : 

“* * * a loan report or an application for home-loan guaranty relating to a 
loan for the purchase of such property has been received by the Administrator, 
then such loan may be guaranteed or insured pursuant to the provisions of this 
title if the loan is approved for guaranty or insurance by the Administrator 
and the loan is closed on or hefore July 25, 1958.” 

If it is desired to include all other types of eligible loans in this type of pro- 
vision, the Veterans’ Administration will supply the necessary amendatory 
language. 

In summary, it is the view of the Veterans’ Administration that the proposal 
to permit restoration of entitlement until January 31, 1965, for certain veterans 
of World War IT is unsound and would discriminate against those World War II 
veterans who would be unable to avail themselves of unused entitlement sunse- 
quent to July 25, 1957. The Veterans’ Administration qestions the need or de- 
sirability of the specific exclusion of entitlement in military transfer cases. 
This agency would have no objection to the various amendments to the Service- 
men’s Readjustment Act which would delete references to designated appraisers 
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and clarify the fact that final determinations of reasonable value vest in the 
Administrator. The objectives of the proposal to require occupancy certifications 
are viewed with favor, but it is believed that a modification of this proposal to 
require a certification by the veteran applicant only at the time the loan is closed 
would provide the desired safeguard without undue complications in loan process- 
ing. It is considered that the proposed amendment to section 509 of the Service- 
men’s Readjustment Act to release a veteran from liability to the Administrator 
in the circumstances stated would not, for the reasons given above, be in the 
best interests of the Government. Finally, the purpose of the proposal to pro- 
vide an additional processing period for certain residential purchase loan 
applications after the expiration date of the loan-guaranty program is favored 
in principle,’ with the suggestion that it be broadened to include loans for other 
eligible purposes. 

An estimate of the fiscal effects of the bill has not been attempted, in view 
of various indeterminate factors. However, it is not believed that such in- 
creased cost as might result from the liberalizing provisions would be large. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to the committee. 

Sincerely yours, 





H. V. Hietey, Administrator. 


Chairman Lenman. The second group of bills, S. 302, S. 3602, 
S. 3639, S. 740, S. 3977, deals with extensions of the terminal date for . 
varying periods from 3 to 6 years beyond its present statutory limit . 
of July 25, 1957. ) 

(The bills and Department reports follow :) 


[S. 302, 84th Cong., Ist sess.] 
A BILL Amending section 500 of the Servicemen’s Readjustment Act of 1944, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the fourth sentence of subsection (a) 
of section 500 of the Servicemen’s Readjustment Act of 1944, as amended, is 
hereby amended by striking out “ten” the first time it appears and inserting 
“thirteen” in lieu thereof. 


EXECUTIVE OFFICE OF THE PRESIDENT, : 
BUREAU OF THE Bupger, 
Washington, D. C., April 5, 1955. 
Hon. Lister HILt, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


My Dear Mr. CuarrMan: This is in reply to your letter of January 13, 1955, 
requesting the views of this office with respect to S. 302, a bill amending section 
500 of the Servicemen’s Readjustment Act of 1944, as amended. 

The bill provides for the extension of the termination date of the veterans’ 
loan guaranty program from July 25, 1957, to July 25, 1960. 

The basic purpose of the loan guaranty program was the readjustment of 
veterans: To facilitate the extension of credit to young veterans to establish 
households, farms, or businesses who in consequence of long military service 
had been deprived of the opportunity to accumulate savings and establish credit 
and employment records. The present deadline, which is 10 years after the 
cessation of hostilities, would appear to be a reasonable one for the attainment 
of this objective. 

Although the purpose is readjustment, obviously its ramifications are sig- 
nificant to the building industry and the general economy. However, the present 
law will not terminate the program for more than 2 years. This provides ade- 
quate time for a reappraisal of the desirability of its extension or such adjust- 
ments in other Federal housing programs as the housing situation or general 
economic conditions may warrant. The Housing Act of 1954 liberalized very 
substantially the terms on which mortgages may be federally insured for all 
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1 However, as pointed out in the reports on S. 3602, S. 3639, and S. 3977, if it is de- 
cided that a further extension of the World War II loan-guaranty program is indicated, 
it is believed that a more desirable and equitable extension would be one measured by the 
actual length of the individal veteran’s service. 
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borrowers. If further liberalization appears necessary to meet economic ob- 
jectives in 1957 or later years, it would appear the more liberal terms should 
be made available to all prospective home purchasers rather than only to those 
veterans who have not used up their entitlement to loan guaranties. 
Accordingly the Bureau of the Budget advises that the extension of the pro 
gram would not be in accord with the program of the President. 
Sincerely yours, 


Row.anp Hucues, Director. 





VETERANS’ ADMINISTRATION, 
THe ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., April 14, 1955. 
Hon. Lister HILL, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


Dear SeEnatTOR HiL_: Further reference is made to your request for a report 
on 8. 302, 84th Congress, a bill amending section 500 of the Servicemen’s Read 
justment Act of 1944, as amended. 

The purpose of this measure is to extend the terminal date of the GI loan 
guaranty program for veterans who qualify by reason of World War II service. 
Title III of the Servicemen’s Readjustment Act (Public Law 346, 78th Cong., 
approved June 22, 1944) provides that the benefits of the loan guaranty pro- 
gram shall be available to eligible veterans of World War II for a period of 
10 years after the termination of the war, and the termination of World War 
II was subsequently fixed at July 25, 1947, by Public Law 239, 80th Congress. 
S. 302 would extend the present terminal date by 3 years, i. e. until July 25, 1960. 

The question as to whether or not such an extension is desirable would ap- 
pear to be primarily a matter of policy for the Congress to determine. In its 
consideration of the matter the committee will, no doubt, wish to take into 
account the fact that there are now nearly 15% million veterans of World War 
Il, and that about 3.8 million World War II veterans have obtained GI loan 
benefits from the inception of the program through January 25, 1955. At least 
11% million veterans, therefore, have not used any GI loan entitlement and 
most of the veterans who have received a guaranteed or insured loan have a 
substantial amount of entitlement remaining. 

The total value of home loans guaranteed under the VA program through 
January 31, 1955, is $26.5 billion and, therefore, it is evident that the impact 
of the VA housing program on the home building industry has been very im- 
portant and that its effect on the national economy in general has been sub 
stantial. VA loan guaranty activity in the last half of 1954 was at a near-record 
level, due, in large part, to an increased availability of mortgage credit, and a 
continuation of high level activity is to be expected, barring an unforeseen re- 
versal of present economic trends. As the guaranty entitlement termination 
date for World War II veterans approaches it is possible that a further accelera- 
tion of activity might occur as a result of the advancement of purchase plans 
by veterans prior to the expiration deadline. Such a development could be 
sufficiently pronounced as to have a disruptive effect on the housing industry. 
Should the Congress be of the opinion that an extension of the terminal date 
of the program is desirable it would seem preferable to authorize it early so 
that the veteran public could be made aware that no rush would be necessary 
to avoid losing the opportunity afforded by the GI loan benefits. 

It is difficult to estimate the probable cost of the proposed legislation because 
such estimate depends on the number of veterans who will use loan benefits 
because of the 3-year extension but would not use the benefits otherwise. During 
the 3-year period ending January 25, 1955, about 1 million veterans obtained GI 
loans based on entitlement derived from World War II service. (Loans to World 
War II veterans who used entitlement derived from post-Korea service are not 
included in this total, since veterans who served in both periods would not be 
affected by the proposed bill.) If it is assumed that GI loans will be readily 
available and that general economic conditions will be favorable, it is probable 
that the number of GI loans made to World War II veterans in the 3-year period 
of extension contemplated by the bill would number at least 1 million, and the 
total might go considerably higher, since the availability of private funds for GI 
loans on favorable terms was quite restricted during most of the 3-year “base 
period” on which this estimate is based. On the other hand, some of the loans 
which would be made to World War II veterans after July 25 1957, under the 
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subject bill, if enacted, might properly be ascribable to the many veterans who, in 
the absence of such enactment, might have accelerated their home purchases to 
get in under the present deadline. 

The major item to be considered in making an estimate of the potential cost of 
the bill is the administrative cost. to the Veterans’ Administration which these 
additional loans would entail. To date, such costs, including salaries of Veterans’ 
Administration employees assigned to the loan guaranty program and related 
expenditures, have averaged less than $25 per loan. Some additional expense is 
to be anticipated from the payment of claims under the guaranty on such loans, 
but it is believed that such losses would be relatively small. To date, the net cost 
of claims paid on GI home loans has amounted to only 6% cents per $100 of 
original principal amount, and a considerably more favorable record should be 
anticipated for World War II veterans who would participate after July 1957, 
because of their increased stability and maturity and their improved economic 
status. 

Advice has been received from the Bureau of the Budget that there would be no 
objection to the submission of this report and that in its separate report on 8.302 
of April 5, 1955, it has informed your committee that the proposed extension of 
the program at this time would not be in accord with the program of the President. 

Sincerely yours, 
H. V. Hierey, Administrator. 





[S. 740, 84th Cong., 1st sess.] 


A BILL To extend for an additional five years the authority to make, guarantee, and 
insure loans under title III of the Servicemen’s Readjustment Act of 1944, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Servicemen’s Readjustment Act of 
1944, as amended, is hereby amended— 

(a) by striking out the word “ten” wherever it appears in the fourth 
sentence of section 500 (a) and inserting in lieu thereof “fifteen” ; 

(b) by striking out of clause (C) of section 512 (b) “June 30, 1955” and 
inserting in lieu thereof “June 30, 1960” ; 

(c) by striking out of the first sentence of section 513 (a) “June 30, 1955” 
and inserting in lieu thereof “June 30, 1960” ; 

(d) by striking out of the third sentence of section 513 (c) “June 30, 1956” 
and inserting in lieu thereof “June 30, 1961”; and 


’ 
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(e) by striking out of the first sentence of section 513 (d) “June 30, 1955 
and inserting in lieu thereof “June 30, 1960”. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., September 1, 1955. 
Hon. Lister Hitt, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


My Dear Mk. CHAIRMAN: This is in reply to your letter of January 27, 1955, 
requesting the views of this office with respect to S. 740, a bill to extend for an 
additional 5 years the authority to make, guarantee, and insure loans under 
title III of the Servicemen’s Readjustment Act of 1944, as amended. 

The bill provides that the present expiration dates of July 25, 1957, for loan 
guaranty for World War II veterans, January 31, 1965, for loan guaranty for 
Korean conflict veterans, and June 30, 1957, for direct loans for both these groups 
of veterans would be extended to July 25, 1962, January 31, 1970, and June 30, 
1960, respectively. 

Several bills of the present Congress dealt with portions of this proposal. 
S. 302 sought to extend the loan guaranty program for World War II veterans to 
July 25, 1960, and Public Law 88 extended the direct loan program to June 30, 
1957. The extension of the direct loan program to July 25, 1957, was recom- 
mended by the President in the budget message. 

The basic purpose of these loan programs was readjustment by the provision 
of loan guaranties or direct loans to veterans who by reason of military service 
had been deprived of the opportunity to accumulate savings and establish credit 
and employment records. The Bureau of the Budget believes that present dead- 
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lines are sufficiently long after the cessation of hostilities to reasonably presume 
that this objective can be attained. 

Although the purpose of these programs is readjustment, obviously the rami- 
fications are significant to the building industry and the general economy. How 
ever, the earliest termination of the present programs will not occur for almost 
2years. This provides adequate time for a reappraisal of the desirability of their 
extension or such adjustments in other Federal housing programs as the housing 
situation or general economic conditions may warrant. The Housing Act of 1054 
liberalized very substantially the terms on which mortgages may be federally 
insured for all borrowers. If further liberalization appears necessary to meet 
economic objectives in 1957 or later years, it would appear the more liberal terms 
should be made available to all prospective home purchasers rather than only to 
those veterans who have not used up their entitlement to loan guaranties. 

Accordingly, the Bureau of the Budget advises that the extension of the program 
would not be in accord with the program of the President. 

Sincerely yours, 
Percy Rappaport, Assistant Director. 





Avoust 26, 1055. 
Hon. Lister HILL, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear SENATOR HiILi_: Further reference is made to your request for a report 
by the Veterans’ Administration on 8S. 740, S4th Congress, a bill to extend for an 
additional 5 years the authority to make, guarantee, and insure loans under 
title III of the Servicemen’s Readjustment Act of 1944, as amended. 

It will be observed at the outset that with the enactment of Public Law 8&8, S4th 
Congress, approved June 21, 1955, the authority of the Administrator of Veterans’ 
Affairs to make direct loans was extended for 2 years from June 30, 1955, through 
June 30, 1957. Hence, the extension of the direct loan program proposed by 
S. 740 would be for 3 additional years beyond the expiry date prescribed in exist- 
ing law. Thus the present expiration dates, of July 25, 1957, for loan guaranty 
for World War II veterans, January 31, 1965, for loan guaranty for Korean 
conflict veterans, and June 30, 1957, for direct loans for all eligible veterans of 
World War II and the Korean conflict period, would be extended under the 
proposed legislation to July 25, 1962, January 31, 1970, and June 30, 1960, respec- 
tively. The bill would also authorize a continuation of direct loan funds until 
June 30, 1960, at the existing rate of advancements; i. e., $150 million per annum, 
provided that the amounts advanced in any one quarter-annual period may not 
exceed $37.5 million less the amounts received in the preceding quarter from the 
sale of direct loans to private lenders. 

The questicn as to whether or not the extensions provided by this measure are 
desirable would appear to be primarily a matter of policy for the Congress to 
determine. As the committe is undoubtedly aware the basic purpose of title LIL 
of the Servicemen’s Readjustment Act is to aid returning veterans in their eco- 
nomic readjustment to civilian life by facilitating the extension of credit for home, 
farm, or business purposes. There are now nearly 18.5 million veterans of World 
War II and the Korean conflict in civil life and, as of April 30, 1955, slightly over 
4 million veterans of World War II, and nearly 162,000 Korean conflict veterans, 
had availed themselves of at least some of their GI loan guaranty entitlement. 
In addition, as of the same date, direct loans had been disbursed to 62,416 World 
War II and Korean conflict veterans. 

The total value of home loans guaranteed under the Veterans’ Administration 
programs through April 30, 1955, is nearly $30.5 billion and, therefore, it is 
evident that the impact of the Veterans’ Administration housing program on the 
home building industry has been very important and that its effect on the na- 
tional economy in general has been substantial. Veterans’ Administration loan 
guaranty activity in the last half of 1954 and the first part of 1955 was at a near- 
record level, due, in large part, to an increased availability of mortgage credit, 
and a continuation of high-level activity is to be expected, barring an unforeseen 
reversal of present economic trends. As the guaranty entitlement termination 
date for World War II veterans approaches it is possible that a further accelera- 
tion of activity might occur as a result of the advancement of purchase plans by 
veterans prior to the deadline. Such a development could be sufficiently pro- 
nounced as to have a disruptive effect on the housing industry. Should the 
Congress be of the opinion that an extension of the terminal date of the program 
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is desirable it might be preferable to authorize it early enough to apprise the 
veteran public that no rush would be necessary to avoid losing the opportunity 
afforded by the GI loan benefits. 

As stated, the loan guaranty program for veterans of service during the 
Korean conflict (i. ¢., the period between June 27, 1950, and January 31, 1955) 
will continue under existing law until January 31, 1965. It would seem that 
the need for a 5-year extension of this date, especially in view of the present 
relatively limited experience relating to these veterans, can hardly be appraised 
with accuracy at this time. 

In connection with the proposal to continue the direct loan program and as 
previously noted, subsequent to the introduction of S. 740, section 6 of Public 
Law 88, 84th Congress, approved June 21, 1955, extended the direct loan program 
to June 30, 1957, and provided additional funds therefor of $150 million per 
fiscal year. 

In its reports to the appropriate committees with respect to the mentioned 
extension, the Veterans’ Administration indicated its belief that a continuation 
of the direct loan program beyond June 30, 1955, would be warranted in order to 
enable veterans in certain rural areas to obtain the benefits of GI financing, and 
that the proposed 2-year extension would be desirable, and substantially in 
accord with the extension recommended in the budget message of the Presi- 
dent. It is believed, however, that. a long-term extension (such as is proposed 
by S. 740) would apparently involve a departure from the existing concept of a 
temporary standby program and would not afford adequate opportunity for 
periodic congressional review of the need for continued direct loan operations. 
In this connection, it is not yet possible to ascertain how effective the voluntary 
home mortgage credit program, established by the Housing Act of 1954 (Public 
Law 560, 83d Cong., approved August 2, 1954) for the purpose of facilitating 
the flow of private credit into remote areas and small communities, will be in 
reducing the need for Veterans’ Administration direct loans. 

It is difficult to estimate the probable cost of the proposed legislation because 
such estimate depends on the number of veterans who will use loan benefits 
because of the 5-year extensions but would not use the benefits otherwise. If it is 
assumed that GI loans will be readily available and that general economic 
conditions will be favorable, it is probable that the number of GI loans made 
to World War ITI veterans in the 5-year period of extension contemplated by 
the bill would number between 1 and 2 million although some of these loans 
might properly be ascribable to the many veterans who, in the absence of an 
extension might have accelerated their home purchases to get under the present 
July 25, 1957, deadline. The number of Korean veterans who would benefit 
from an extension of the January 31, 1965, termination date is completely un- 
predictable at this time. 

The major item to be considered in making an estimate of the potential cost 
of permitting additional veterans to utilize their loan guaranty entitlement is 
the administrative cost to the Veterans’ Administration. To date, such costs, 
including salaries of Veterans’ Administration employees assigned to the loan 
guaranty program and related expenditures, have averaged less than $25 per 
loan. Some additional expense is to be anticipated from the payment of claims 
under the guaranty on such loans, but it is believed that such losses would be 
relatively small. To date, the net cost of claims paid on GI loans has amounted 
to only 6% cents per $100 of original principal amount, and a considerably 
more favorable record should be anticipated for veterans who would participate 
during the proposed extension periods because of their increased stability and 
maturity and their improved economic status. 

With respect to the cost of the proposed direct loan extension, it should be 
observed that since the Veterans’ Administration pays interest on Treasury 
advances based on the current average cost to the Treasury (currently 25¢ per- 
cent) and the veteran is charged the same interest rate on his direct loan as is 
allowed in connection with VA-guaranteed or insured realty loans, currently 414 
percent, a surplus accrues to the Government in the operation of the direct loan 
program. As of March 31, 1955, the “reserve for expenses and losses” of the 
direct loan program amounted to about $12,610,000 and it appears unlikely at 
this time that losses will exceed this amount. The administrative costs of the 
direct loan program are not paid out of the reserve for expenses, however, and 
are part of general Veterans’ Administration operating costs. Assuming that 
reasonable economic conditions will continue it is not unlikely that such ex- 
penditure for administrative expenses will ultimately be recaptured by the 
Treasury from unexpended reserves for expenses and losses. 
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Advice has been received from the Bureau of the Budget that there would 
be no objection to the submission of this report and that as indicated in its 
separate report of April 5, 1955, to the committee on a somewhat similar bill, 
S. 302, 84th Congress, the proposed extension of the program at this time would 
not be in accord with the program of the President. 

Sincerely yours, 
JoHN S. PATTERSON, 
Acting Administrator 


[S. 3602, 84th Cong., 2d sess 
A BILL Amending section 500 of the Servicemen’s Readjustment Act of 10944, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the fourth sentence of subsection (a) of 
section 500 of the Servicemen’s Readjustment Act of 144, as amended, is hereby 
amended by striking out “ten” the first time it appears and inserting “thirteen” 
in lieu thereof. 


[S. 3639, 84th Cong., 2d sess. ] 


A BILL Amending section 500 of the Servicemen’s Readjustment Act of 10944, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the fourth sentence of subsection (a) of 
section 500 of the Servicemen’s Readjustment Act of 1944, as amended, is hereby 
amended by striking out “ten” the first time it appears and inserting “thirteen” 
in lieu thereof. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., May 25, 1956. 
Hon. Lister HIL1, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D.C. 

My Dear Mr. CHAIRMAN: This is in reply to your letters of April 17 and 19, 
1956, requesting the views of the Bureau of the Budget regarding S. 3639 and 
S. 3602, identical bills, amending section 500 of the Servicemen’s Readjustment 
Act of 1944, as amended. 

There has been a growing concern about the uncertainty surrounding the 
future of the World War II veterans’ loan-guaranty program. The General Coun- 
sel of the Veterans’ Administration has interpreted the law to provide that no 
guaranteed loans may be closed after July 25, 1957. Because of the necessary 
timelag between application and loan closing, this requires that applications be 
filed some months before the official end of the program. Since the processing 
time on applications varies and cannot be precisely determined in advance, the 
existing arrangement is likely to cause serious confusion and inequities. 

In view of the above, it would appear just and reasonable to amend the law to 
permit the present termination date to apply to applications submitted rather 
than to loans closed, and allow 1 additional year for the closing of loans applied 
for by July 25, 1957. This approach has been suggested in section 10 of H. R. 
9260, which passed the House and is now pending before your committee. 

We believe such a change is necessary to prevent confusion and inequity, but 
we seriously question the advisability of any further extension of the program, 
at least at the present time. As you know, the major arguments advanced for 
extension have been based on the assumption that continuation is necessary for 
economic purposes. These arguments disregard the fact that this is a veterans’ 
readjustment program, which was not and is not designed to meet the require- 
ments of general economic or housing policy. 

The action contemplated in section 10 of H. R. 9260 would eliminate the need 
for further action at the present time, and would permit the separate considera- 
tion of long-range housing needs and policy in the light of the circumstances 
existing when the veterans’ program expires. 

S. 3639 and S. 3602 would have broad economic consequences which may be 
eontrary to future economic policy. It should also be borne in mind that these 


79473—56——2 








14 VETERANS LOAN GUARANTY PROGRAM 


bills, if enacted, might be considered a precedent for the similar extension of 
other readjustment benefits. 

In view of the above considerations, the Bureau of the Budget would favor 
the course proposed in H. R. 9260 rather than the adoption of S. 3639 or S. 3602. 
I am authorized to advise you that enactment of S. 3639 or S. 3602 would not be 
in accord with the program of the President. 

Sincerely yours, 
Ropert E. MERRIAM, 
Assistant to the Director. 


[S. 8977, 84th Cong., 2d sess.] 


A BILL To extend for an additional six years the authority to make, guarantee, and insure 
loans under title III of the Servicemen’s Readjustment Act of 1944, as amended 


Be it enacted iy the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Servicemen’s Readjustment Act of 
1944, as amended, is hereby amended— 

(a) by striking out the word “ten” wherever it appears in the fourth 
sentence of section 500 (a) and inserting in lieu thereof “sixteen”; 

(b) by striking out of clause (C) of section 512 (b) “June 30, 1955” and 
inserting in lieu thereof “June 30, 1961”; - 

(c) by striking out of the first sentence of section 513 (a) “June 30, 1955” 
and inserting in lieu thereof “June 30, 1961”; 

(d) by striking out of the third sentence of section 513 (c) “June 30, 
1956” and inserting in lieu thereof “June 30, 1952” ; and 

(e) by striking out the first sentence of section 513 (d) “June 30, 1955” 
and inserting in lieu thereof “June 30, 1961”. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 20, 1956. 
Hon. Lister HILL, 
Chairman, Committee on Labor and Public Welfare, United States Senate, 
Washington, D. C. 


My Dear Mr. CHAIRMAN: This is in reply to your letter of June 5, 1956, request- 
ing the views of the Bureau of the Budget regarding S. 3977, a bill to extend for 
an additional 6 years the authority to make, guarantee, and insure loans under 
title III of the Servicemen’s Readjustment Act of 1944, as amended. 

This bill would extend the loan-guaranty program for 6 years beyond the pres- 
ent termination date of July 25, 1957. In addition, it would extend the direct 
loan program until June 30, 1961, with a basic annual borrowing authority of 
$150 million. 

There has been a growing concern about the uncertainty surrounding the future 
of the World War II veterans’ loan-guaranty program, The General Counsel of 
the Veterans’ Administration has interpreted the law to provide that no guar- 
anteed loans may be closed after July 25, 1957. Because of the necessary timelag 
between application and loan closing, this requies that applications be filed 
some months before the official end of the program. Since the processing time 
on applications varies and cannot be precisely determined in advance, the exist- 
ing arrangement is likely to cause serious confusion and inequities. 

In view of the above, it would appear just and reasonable to amend the law 
to permit the present termination date to apply to applications submitted rather 
than to loans closed, and allow 1 additional year for the closing of loans applied 
for by July 25, 1957. This approach has been suggested in section 10 of H. R. 
9260, which passed the House and is now pending before your committee. 

We believe such a change is necessary to prevent confusion and inequity, but 
we seriously question the advisability of any further extension of the program, 
at least at the present time. As you know, the major arguments advanced 
for extension have been based on the assumption that continuation is necessary 
for economic purposes. These arguments disregard the fact that this is a 
veterans’ readjustment program, which was not and is not designed to meet the 
requirements of general economic or housing policy. 

The action contemplated in section 10 of H. R. 9260 would eliminate the need 
for further action at the present time, and would permit the separate considera- 
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tion of long-range housing needs and policy in the light of the circumstances 
existing when the veterans’ program expires. 

S. 3977 would have broad economic consequences which may be contrary to 
future economic policy. It should also be borne in mind that this bill, if enacted, 
might be considered a precedent for the similar extension of other readjustment 
benefits. 

Clauses (b), (c), (d), and (e) of S. 3977 would extend the direct loan program 
to June 30, 1961. This program was established as a means of achieving the 
purpose of the GI loan program in areas where private mortgage funds were 
not available on the required terms. The above-mentioned considerations which 
militate against extension of the loan-guaranty program apply equally to direct 
loans. In addition, the success of the voluntary home mortgage credit program 
precludes the need for extension of the direct-loan program. 

It is noted that existing law provides for completion of direct loans which are 
committed by the Veterans’ Administration on June 30, 1957. Therefore, the 
termination of this program requires no adjustment similar to that proposed for 
loan guaranty by section 10 of H. R. 9260. 

In view of the above considerations, the Bureau of the Budget would favor the 
course proposed in H. R. 9260 rather than the adoption of 8. 3977. I am author- 
ized to advise you that enactment of S. 3977 would not be in accord with the 
program of the President. 

Sincerely yours, 
Rosert BE. MERRIAM, 
Assistant to the Director. 


JUNE 19, 1956. 
Hon. Lister HILL, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


DeAR SENATOR HILL: This will refer to your request for a report by the Vet- 
erans’ Administration on S. 3977, 84th Congress, a bill to extend for an additional 
6 years the authority to make, guarantee, and insure loans under title IIT of the 
Servicemen’s Readjustment Act of 1944, as amended. 

It will be observed at the outset that with the enactment of Public Law 88, 
84th Congress, approved June 21, 1955, the authority of the Administrator of 
Veterans’ Affairs to make direct loans was extended for 2 years from June 30, 
1955, through June 30, 1957. Hence, the extension of the direct loan program 
proposed by S. 3977 would be for 4 additional years beyond the expiry date pre- 
scribed in existing law. Thus the present expiration dates of July 25, 1957, for 
loan guaranty for World War II veterans, January 31, 1965, for loan guaranty 
for Korean conflict veterans, and June 30, 1957, for direct loans for all eligible 
veterans of World War II and the Korean conflict period, would be extended 
under the proposed legislation to July 25, 1963, January 31, 1971, and June 30, 
1961, respectively. The bill would also authorize a continuation of direct loan 
funds until June 30, 1961, at the existing rate of advancement, i. e., $150 million 
per annum, provided that the amounts advanced in any one quarter annual 
period may not exceed $50 million less the amounts received in the preceding 
quarter from the sale of direct loans to private lenders. 

The question as to whether or not the present termination date of July 25, 
1957, for the use of loan guaranty entitlement derived from World War II service, 
should be extended is primarily a matter of very basic policy. As the committee 
is aware the basic purpose of title III of the Servicemen’s Readjustment Act was 
to aid veterans in their economic readjustment to civilian life by facilitating the 
extension of credit for home, farm, and business purposes. In its deliberations 
therefore the committee will no doubt wish to consider very carefully whether or 
not the time provided in the law for the availability of GI loan benefits has been 
of sufficient duration to accomplish this purpose adequately, as well as to study 
the potential effect of the discontinuance of the program as scheduled on the 
eligible veteran population. 

It should be noted that in the budget message of the President dated January 
16, 1956 it is stated on page M39 that: “The ending of the loan guaranty program 
on July 25, 1957 will bring to a close a third major program [of the Servicemen’s 
Readjustment Act]. In each case the law has set a termination date which 
establishes a proper balance between the nature of the benefit and a reasonable 
time for using it * * *. For those few individuals who have not completed the 
change to civilian life in 10 years, approaches other than Veterans’ Readjustment 
benefits seem to be indicated.” 
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There are now slightly over 18 million veterans of World War II and the 
Korean conflict in civil life and as of April 25, 1956, approximately 4.5 million 
veterans of World War II, and slightly over 300,000 Korean conflict veterans, 
had availed themselves of at least some of their GI loan guaranty entitlement. 
In addition, as of the same date, direct loans had been disbursed to about 75,000 
World War II and Korean conflict veterans. 

Since the inception of the Veterans’ Administration loan guaranty program 
more than $20 billion of new houses have been purchased by veterans with the 
aid of GI loans and more than $41 billion of this total was spent by veterans in 
1955. The total value of home loans guaranteed under the Veterans’ Administra- 
tion programs through April 25, 1956 is over $35 billion, and home construction 
started under Veterans’ Administration compliance inspections accounted for 
25% percent of total private starts in 1954 and 30 percent of such starts in 
1955. It is therefore evident that the impact of the Veterans’ Administration 
housing program on the home building industry has been very important and 
that its effect on the national economy in general has been substantial. 

Although many veterans probably would have acquired homes by means of 
FHA or conventional financing had there been no GI loan program, it is believed, 
that a fairly substantial portion of these homes would not have been built if 
the liberal terms of GI financing had not been available. In this connection 
it may be noted that downpayments of 5 or 10 percent and maturities of 20 to 
25 years are usually required for GI loans in periods of relative scarcity of mort- 
gage capital, and in periods of ample mortgage funds veterans have often been 
able to obtain substantial numbers of loans without any initial downpayment 
and for terms as long as 30 years. On the other hand conventional loans bearing 
an average of 1 percent higher interest rate than GI loans are seldom available 
without a minimum downpayment of from 25 to 35 percent and only rarely are 
made on terms longer than 20 years. In connection with the question as to 
whether the alternative of FHA loans would not substantially replace GI loans 
it should be stated that analyses of lender investment preferences indicate that 
certain important institutional types (savings and loan associations particularly ) 
have a strong preference in favor of GI and conventional loans and other major 
lender types feel a necessity of maintaining a diversified portfolio, and therefore 
only a part of the money employed in Veterans’ Administration loans would be 
made available for FHA loans. 

As indicated above it may be anticipated that as the guaranty entitlement ter- 
mination date for World War II veterans approaches an acceleration of activity 
would occur as a result of the advancement of purchase plans by veterans prior 
to the deadline. Such a development could be sufficiently pronounced as to have 
a disruptive effect on the housing industry. Should the Congress be of the opinion 
that an extension of the terminal date is desirable it would seem advisable to 
authorize it early enough to apprise the veteran public that no rush would be 
necessary to avoid losing the opportunity afforded by the GI loan benefits. 

If the Congress determines that a continuation of the program is warranted 
the question would arise as to whether the extension should be for a prescribed 
number of years applicable to all presently eligible veterans or whether it should 
be in such manner as to lessen the impact on the economy by providing for a 
gradual termination through a tapering off of veteran eligibility. Any extension of 
the period of eligibility by a uniform time period applicable to all veterans of 
World War II, such as is provided by the subject bill, would of course serve to 
postpone the abrupt impact of a total termination of the program although it 
would seem that the same factors with respect to a complete cutoff date would 
have to be reconsidered as the new termination date approached. In this con- 
nection it is believed that a more desirable and equitable extension would be one 
measured by the actual. length of the individual veteran’s service and would be 
sounder in principle than the subject proposal. 

As stated, the loan guaranty program for veterans of service during the Korean 
conflict (i. e., the period between June 27, 1950 and January 31, 1955) will con- 
tinue under existing law until January 31, 1965. It would seem that the need 
for a 6-year extension of this date, especially in view of the present relatively 
limited experience relating to these veterans, can hardly be appraised with 
accuracy at this time. 

It is believed that a long-term extension of the direct loan program beyond 
June 30, 1957, such as is proposed by 8S. 3977, would apparently involve a depar- 
ture from the existing concept of a temporary standby program and would not 
afford adequate opportunity for periodic congressional review of the need for 
continued direct loan operations. It should be noted in this connection that title 
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VI of the Housing Act of 1954 (Public Law 560, 83d Cong., approved August 2, 
1954) established the voluntary home mortgage credit program for the purpose 
of facilitating the flow of private credit into remote areas and small communities, 

The additional cost to the Government of the measure would depend primarily 
on the additional number of veterans who would use their entitlement for 
guarantied loans because of the extension period. An analysis of data recently 
compiled showing the pattern of participation among World War II veterans by 
age groups indicates that there has been a consistently high rate of participation 
among veterans in their late twenties and early thirties, with a slightly lower 
rate of participation among veterans in their late thirties, and a fairly sharp de- 
cline in the rate of participation after veterans have passed their 40th birthday 
In view of the fact that most World War II veterans have already passed the age 
when peak use of entitlement is to be expected it would seem that, if the program 
is extended and a reasonably favorable supply of funds is available there would 
be a gradual decline in loan volume from now until 1960, with a fairly rapid 
decline thereafter. It is accordingly estimated that the average loan volume 
from 1956 to 1960 would be about 12 percent lower than during the past 2 years, 
and that during the 5-year period following 1960, the average loan volume would 
be about half of that experienced in 1954 and 1955. 

Applying this approach to the subject bill, and considering the fact that the 
average volume during 1954 and 1955 was approximately 415,000 loans to World 
War II veterans per year, it would seem reasonable to project an average loan 
volume of about 365,000 loans per year during the 3-year period ending July 25, 
1960, and about 210,000 loans per year during the 3-year period ending July 25, 
1963. No allowance has been made in these estimates for any final rush to beat 
the termination deadline as loan activity preceding July 25, 1963 would pre- 
sumably be less than that which would probably occur prior to July 25, 1957, in 
the absence of an extension. It is therefore estimated that the total loan volume 
which would be attributable to the proposed legislation would be approximately 
1.7 million loans to World War II veterans. The number of Korean veterans 
who would benefit from an extension of the January 31, 1965 termination date is 
completely unpredictable at this time. 

The major item to be considered in making an estimate of the potential cost of 
permitting additional veterans to utilize their loan guaranty entitlement is the 
administrative cost to the Veterans’ Administration: To date, such costs, in- 
cluding salaries of Veterans’ Administration employees assigned to the loan 
guaranty program and related expenditures, have averaged about $25 per loan. 
Some additional expense is to be anticipated from the payment of claims under 
the guaranty on such loans, but it is believed that such losses would be relatively 
small. To date, the net cost of claims paid on GI loans has amounted to about 6 
cents per $100 of original principal amount. On the basis of these considerations 
it would appear that the additional administrative costs, spread over a 6-year 
period, would be approximately $42 million, and there would be an additional 
claims cost of about $11 million, spread over a 16-year period. 

With respect to the cost of the proposed direct loan extension, it should be 
observed that since the Veterans’ Administration pays interest on Treasury 
advances based on the current cost to the Treasury (currently about 3 percent) 
and the veteran is charged the same interest rate on his direct loan as is allowed 
in connection with VA-guaranteed or insured realty loans, currently 414 percent, 
a surplus accrues to the Government in the operation of the direct loan program. 
As of March 31, 1956, the “reserve for expenses and losses” of the direct-loan 
program amounted to about $19,711,000 and it appears unlikely at this time that 
losses will exceed this amount. The administrative costs of the direct-loan 
program are not paid out of the reserve for expenses, however, and are part of 
general Veterans’ Administration operating costs. Assuming that reasonable 
economic conditions will continue it is not unlikely that such expenditures for 
administrative expenses will ultimately be recaptured by the Treasury from 
unexpended reserves for expenses and losses. 

As a technical matter it is observed that the subject bill would not amend 
section 507 of the Servicemen’s Readjustment Act so as to extend eligibility 
for loans to refinance delinquent indebtedness. 

It may be observed that a floor amendment included in H. R. 9260 prior to 
the passage of that bill by the House of Representatives on April 23, 1956, 
would authorize the closing of loans within 1 year after the present expiration 
date for World War II entitlement, if the veteran had executed a contract of 
purchase and submitted his loan application to the Veterans’ Administration 
prior to such expiration date. 
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In a report dated May 25, 1956, to your committee with respect to 8. 3602 
and 8. 3639, the Bureau of the Budget advised that it favored the course pro- 
posed in H. R. 9260 rather than the 3-year extensions proposed by 8. 3602 and 
S. 3639 and that enactment of the latter bills would not be in accord with the 
program of the President. 8S. 3977 is similar in purpose except that it would 
extend both the World War II program and the Korean conflict program by 
6 years and would extend the direct loan program until June 30, 1961. 

Sincerely yours, 
H. V. Hiciey, Administrator. 

Senator Lerman. In addition, therefore, to the various clarifying 
and liberalizing amendments, we have before us the question not only 
of the extension of the terminal date for this program, but also the 
question of when and under what condiitons it should be terminated. 

On May 24, 1956, when the housing bill was being debated on the 
floor of the Senate, I joined with my colleagues, the distinguished 
senior Senator from Alabama and the distinguished junior Senator 
from Alabama, in cosponsoring an amendment which would have ex- 

tended the terminal date for this program for 3 years. The dis- 
tinguished minority leader proposed a limitation to extend the life 
of the program for only 1 year and this amendment passed the Senate 
and is now before the House. 

Due dispatch in the handling of this matter is necessary from at 
least 2 standpoints. 

In the first place, there is the need of the veteran himself. This 
program has proved invaluable to some 414 million veterans and their 
families in acquiring homes of their own. But some 11 million vet- 
erans have not yet been able to take advantage of the benefits of this 
program. We must explore in the next 2 days the reasons why such 
benefits have not been taken advantage of, whether additional time 
is needed so as not to create undue hardship upon those who have, so 
far, failed to act, and whether the abrupt termination of the program 
would bring about, on the part of these veterans, a precipitous and 
economically disadvantageous buying spree. 

For many others, the early termination date is operating in a far 
more dangerous and possibly disastrous manner. I refer to those 
families who have deferred taking advantage of their rights under 
this program until they were able to repair the personal dislocation 
which they had suffered in being called to the colors and were enabled 
to place a firm economic basis under their family finances. 

For many of these, precipitous home buying may be uneconomical 
home buying. Many of these may be buying homes and farms, or 
entering into businesses before they should—from a sound financial 
standpoint. We shall, in these hearings, explore what the termination 
of this program on July 25, 1957, will mean in terms of family plan- 
ning—or the lack of it—for the future. 

July 2 25, 1957, the terminal date for the program, is not quite as far 
off as it sounds. Time must be allowed for builders to select sites, to 
draw up and have plans approved, and to build the homes involved. 

The hopes, fears, goals, and desires of the veterans who have not 
exercised their rights under this program are a part—and a vital 
part—of the issues involved in this program. 

Involved also are the effects of an abrupt termination of this pro- 
gram upon our housing industry. It is now fairly clear that housing 
starts for 1956 will be between 15 and 20 percent lower than in 1955. 
One of the questions raised by some of thése proposals for an extension 
of this program is: Can we afford a further substantial drop in 1957? 
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On the other hand, can the housing industry afford or withstand 
a mad, desperate rush in the last days of this program late in 1956 
for homes by the many millions of GI’s who have heretofore not been 
in a position to purchase homes but who may be forced to do so by 
the precipitous termination of this program’ What will such a rush 
do to the housing industry? We are concerned with homes which 
must be planned over a period of time and carefully constructed. We 
are not concerned with consumables. We are concerned with a major 
purchase in the life of a family—a purchase with which and in which 
the family will have to live for many years to come. 

Among the questions we shall have before us in the next 2 days, 
therefore, are t the following: Should the veterans’ guaranty housing 
program be extended? If so, for how long? When should it be 
terminated? Should it ultimately be terminated at one fell swoop for 
all veterans or should provision be made for its orderly and planned 
termination and, if so, what criteria and conditions should be estab- 
lished for such an orderly and planned termination ¢ 

The first witness who will testify before us is our colleague, Sena- 
tor John Sparkman, of Alabama, who is the cosponsor of one of the 
bills. 

Senator Sparkman, we are very glad indeed to have you here, and 
we will listen to your testimony with great interest. 

Senator SparkMAN. Thank you, Senator Lehman and gentlemen of 
the committee. 


STATEMENT OF HON. JOHN J. SPARKMAN, UNITED STATES SENATOR 
FROM THE STATE OF ALABAMA; ACCOMPANIED BY JACK CARTER, 
STAFF DIRECTOR, HOUSING SUBCOMMITTEE, SENATE COMMITTEE 
ON BANKING AND CURRENCY 


Senator Sparkman. Mr. Chairman, I want to thank you for invit- 
ing me to testify before the Subcommittee on Veterans’ Affairs on the 
question of extending the GI loan-guaranty program. 

The 1-year extension which was radopted by the Senate during the 
debate on this year’s housing amendments, which was referred to in 
the statement given by the chairman, is at best a stopgap remedy for 
a continuing problem. I am, therefore, delighted that you are con- 
sidering in these hearings S. 302, the bill which the chairman of this 
committee, Senator Hill, and I introduced at the beginning of the 84th 
Congress to extend the GI loan-guaranty program for 3 years. 

Although there is a great deal of discussion on a wide variety of 
problems in the field of veterans’ housing, I believe that there are two 
overriding considerations in favor of extending the program. 

First, there are millions of World War II veterans who have not as 
yet shared in the benefits of the GI housing program. Second, if the 
Congress were to permit this program to lapse, the result would be a 
damaging shock to the Nation’s economy. 

Under the GI-loan program, the partial guaranty of the Veterans’ 
Administration encourages lenders to make loans at moderate interest 
rates and on very liberal credit terms. Most GI loans are made with 
a much smaller cash downpayment requirement than is normally 
required by a lender, and a maximum maturity of 30 years is permis- 


sible. 
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The Veterans’ Administration has underwritten more than 4,700,000 
loans made to veterans by private lending institutions. More than 
4,400,000 were made for the purchase or construction of homes; 225,- 
000 were business loans; and another 70,000 were made in connection 
with farming activity. The dollar volume of closed loans is nearly 
$36 billion, with a VA guaranty of about $1914 billion. More than 
1 million of these loans have been paid in full, and it is estimated 
that the outstanding loan balances total about $26 billion, on which 
the Government’s contingent liability amounts to approximately $14 
billion. 

The repayment record which our veterans have maintained is little 
short of astounding. The VA has been called upon to pay a total of 
41,600 claims, which represents less than 1 percent of all loans closed. 
In the case of home loans, the VA has been called upon to pay claims 
on about one-half of 1 percent of the cases. This fine record is a 
tribute not only to the individual veterans, but also demonstrates the 
care with which the loans were made by the private lending institu- 
tions and the diligent manner in which they were serviced. 

How expensive has this program been to the Government? The 
largest single cost item to the Government to date has been the gratu- 
ity payment, which was in an amount equal to 4 percent of the guar- 
anteed or insured portion of the loans. The gratuity was limited to 
$160 for each veteran and the payments have totaled slightly more 
than $400 million. However, this gratuity has not been paid on any 
loans approved after September 1, 1953. 

A total of about $175 million has been expended in connection with 
claims and the purchase of properties incident to this operation. Of 
this amount, about $82 million represents claim payments. The bal- 
ance was disbursed in acquiring properties, purchasing loans where 
foreclosure was imminent, and other property management and sales 
expenses involved in liquidation. 

Of the $175 million gross expenditures, nearly $63 million has been 
returned to the Treasury from property sales and rentals, from 
recoveries on claim payments, ou from principal and interest pay- 
ments on properties sold on credit terms and acquired loans. In addi- 
tion, there are assets on hand totaling about $73 million and unsold 
properties on hand valued at about $21 million. Thus the assets to- 
gether with the funds already returned to the Treasury total $157 
million. In addition, there is $27 million due from veterans and 
others as a result of the guaranty payments. 

When you consider that more than 4.7 million veterans have gotten 
started down the road toward debt-free homeownership, or helped in 
their business or farm endeavors, the price truly has been small. 
There is nothing which will contribute more to the preservation of our 
American way of life than making it possible for people to own their 
own homes or to assist energetic young people in getting started in a 
farm or business operation. 

The whole Nation has gained by reason of the increased stability 
and civic responsibility which necessarily follow from the establish- 
ment of vast numbers of veterans’ families in their own homes which 
never could have been attained without. the benefits of the preferential 
financing terms of the GI loan. 

The GI loan program for World War IT veterans will terminate on 
July 25, 1957. Veterans of the Korean conflict will have until Janu- 
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ary 31, 1965, and S. 302 will have no application to them. However, 
there still are over 10 million eligible veterans with World War Il 
service only, who have not made any use of their GI loan benefit. 
Most of those who have made use of their entitlement have a substan- 
tial amount remaining which may be used for the purchase, construc- 
tion, or repair of aaeaial property. 

Several hundred thousand more veterans of World War II will be 
able to take advantage of their GI loan rights if we allow this law 
to expire on July 25, 1957. This would leave between 9 and 10 mil- 
lion World War II veterans who would not, for one reason or another, 
have been able to obtain the benefit Congress intended for them. Many 
have held off buying in the belief that there would be a general level- 
ing off so that they could better project their future plans. Others 
found that there was a general unavailability of mortgage money 
when they endeavored to obtain their loan. 

We also should consider carefully the industrial impact which 
the GI loan program has had and the consequences which would 
result from its discontinuance. All of us are aware of the large part 
played by the construction industry in maintaining high economic 
levels during the past several years. During the past year it is esti- 
mated that nearly one-third of all homes completed were financed 
with GI loans. 

Since the beginning of the program it is estimated that about $23 
billion was paid by veterans in connection with the purchase of new 
residences. In turn, this sum can be translated into proportionate 
amounts paid to construction workers, to the producers and sellers 
of building materials, and then returned to the economic stream. 
When viewed in this light, it will be seen that in producing $23 billion 
worth of veterans’ homes, a large lift has been given to a broad seg- 
ment of our national economy. 

The current law with respect to World War I1 veterans will expire 
on July 25, 1957. Since no loans can be made after the expiration 
date, the VA has advised that it will examine closely all loan applica- 
tions received after January 1957 in an effort to ascertain whether 
they can be approved prior to July 25, 1957. I, therefore, think that 
it is imperative that the action be completed in this session of Congress 
to extend the law. 

I alluded earlier to the estimated number of World War II veterans 
who were likely to use their benefit before the present law expires. 
Regardless of what this number will be, there are bound to be unde- 
sirable consequences, and the larger the number the more magnified 
will be the problem. I refer to the natural rush which will occur to 
get in “under the wire.” It could very well result in considerable 
panic buying, and the competition which will occur in the bidding 
for the existing housing supply may have dire results. There truly 
could develop a boom and bust proposition with greatly accelerated 
buying activity during the next year followed by a sharp breakoff in 
the latter part of 1957. Such accelerated buying activity would have 
a disruptive effect upon the economy and may be a disservice rather 
than a benefit to the veterans involved. 

Furthermore, the financing plans of investors and the planning of 
projects by builders ordinarily are projected over a considerable period 
of time. It therefore becomes necessary for both the lenders and 
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builders to know what lies ahead in the field of Government-aided 
financing so that they may take it into account in determining future 
outlook. This is much too important a program, both to the veterans 
and to the industry groups, to leave the Government’s rule in the realm 
of uncertainty. The Government’s position must be clarified promptly 
in order to avoid any possibility of allowing a slowdown to occur 
which will result in consequences which may take many months to 
repair. 

Now, Mr. Chairman, that is all of my prepared statement. I would 
like to call attention to a few things orally. 

First of all. let me mention in passing that the Bradley Commission 
report, which has received a great deal of publicity, you will recall, 
made a recommendation with reference to the GI housing program. 
Contrary, though, to what a great many people seemed to ‘think, that 
Commission did not recommend that this program be broken off sud- 
denly. That Commission recommended that it be extended for 2 years, 
with a gradual breaking off. 

I think they must have had in mind this shock to the economy that 
I referred to, and perhaps also to the other points that I mentioned. 
That is what we have said repeatedly. Whether we were right in 
doing it or not, I know it has been said many times in Congress, that 
when the GI bill of rights, with the housing program included in it, 
was passed, with millions of veterans entitled to housing rights, we 
did everything we could to encourage the veterans not to Tush into it, 
but to do this thing i in an orderly way. 

Four million, seven hundred thousand, something more than that, 
have taken advantage of it. Undoubtedly there are many, many 
others that would have already taken advantage of it if they had not 
believed that there was going to be ample time for them to take advan- 
tage of the program. 

Tt is true, a great many people say, “But they have had 10 years 

* 11 years, or "12 years,” if you go back to the date of the act. It 
is all true, but one thing we have got to remember is that a great 
many of those veterans were just boys. They had things that they 
felt were more urgent, such as schooling and training, on-the-job 
training. 

A great many of them were not married, and they had a great 
many things to do before settling down to the serious proposition of 
buying a home and obligating themselves to those regular monthly 
payments. 

[ think undoubtedly there must be a great many more who would 
have rushed in and laid aside some of the other activities that they 
engaged in, to get a home if they had not believed that ample time 
would be prov ided for all of us to have an equitable chance to share 
in this program. 

Now, one other point I want to make, Mr. Chairman. Of course, 
you are and have been for many years—in fact, I believe ever since 
you have been in the Senate—a member of the Housing Subcommittee 
of the Banking and Currency Committee which handles the overall 
housing program. You know that year by year we have enacted 
housing legislation, made amendments, made changes, and studied 
it most carefully i in order to pravide for an even flow in the construe- 
tion of new homes. And you know that we have tried each year to 
maintain, as nearly as we could, at least, the same number of new 
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units each year, because of the tremendous impact that housing con 
struction has upon the economy. 

You will recall that many of the amendments that we have added 
from year to year have been added for the purpose of stimulating on 
perhaps checking or certainly trying to te some effect upon the 
volume of housing construction. 

If we should end the GI housing program, with its more liberal 
terms and its better assurance to the people who put up the mortgage 
money, I think it would have a very serious effect on our overal] hous 
ing program. I mentioned that about one-third of the new housing 
built each year is financed by these GI mortgages. I am sure I do 
not have to remind you of the principal difference between the vet 
erans’ guaranty program and the FHA program. The FILA ts an 
insurance program; this is a guaranty program, and a mortgage under 
it is usually considered a better, safer, stronger mortgage than one 
under the FHA insurance program, and if we take this out, now, if 
is bound to have 1 of 2 effects. 

I want to mention the two alternatives as I see it. It is either going 
to produce a great shock to our economy and to the overall housing 
program, or it is going to force Congress to set up even more liberal 
terms under the FHA insurance program in order to insure this steady 
flow of 1,200,000 housing units a year that we regard as virtually the 
minimum requirement. 

Senator Lenman. Thank you very much. I was very glad indeed 
that you made special reference to some of the subjects on which the 
Banking and Currency Committee held hearings. 

It is a fact, is it not, that the hearings there made it fairly clear 
that housing starts for 1956 would be considerably lower than in 
1955, possibly as much as 15 or 20 percent ¢ 

Senator SparkMaANn. Yes, Mr. Chairman. There are a good many 
people who are interested in the home-building program who earnestly 
believe that we may not build even 1 million units this year. 

I believe the present scale of building if projected over a 12-month 
period—you know, they make that projection each month—the pres- 
ent projection is down to about 1,100,000, as against 1,200,000. Jack 
Carter, who is the staff director of the housing subcommittee, is with 
me, and he reminded me that the total number of units built last year 
was in excess of 1,300,000, 

Now, if we should drop, say, to 1,000,000 units, that is 300,000 units 
cut out of our economy, you can see what a serious impact that would 
have, not only on the production of needed homes, but on the economy 
generally. 

Now, I may suggest that a bill has been introduced on the House 
side, due to this let-down in the housing industry, that would greatly 
liberalize the FHA terms. I think it would provide for insurance 
as high as 98 percent. 

You know that most of our FHA housing now will run at less than 
90 percent. It is on a graded scale. And the highest we have is 95 
percent, and that is only in a few special cases. 

The housing program generally would be far below what is pro- 
jected in the bill that has been introduced on the House side. 

Senator Leaman. And if on top of that 

Senator SparKMAN. May I say, Mr. Chairman, I am not referring 
to the bill that the House committee reported out, but it was a bill 
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that was introduced, and it is entirely possible that it could be offered 
as an amendment to the House committee bill. 

Senator Lenman. But if the starts for 1956, based on present indi- 
cations, were only 1 million or even 1,100,000, and then on top of that 
you shut off this veterans’ housing, the impact would be, in my 
opinion, and I am sure in yours, increased to an extent where it would 
really be a very serious threat to the economy of the Nation. 

Senator Sparkman. Mr. Chairman, I just started to make a quick 
multiplication just to show what it would amount to. Let us assume 
that we drop 200,000 units. The average cost of the FHA house last 
year was $11,742. Itis going up this year. It will be even more than 
that. 

The average cost of the veteran’s house last year was $11,000. So 
Jet us suppose we say $11,500 per house. See what 200,000 would 
amount to. 

From that we will see something about the impact on the economy 
of this one activity alone, or the lessening of this activity. 

What does that amount to? $2,200 million. 

That would be $2,200 million, taken from the construction con- 
tribution to our economy. 

Senator Lenman. That would be the average mortgage or the 
average price of the house? 

Senator Sparkman. That is the price. The average value—I asked 
Jack Carter to get these figures just a few minutes ago—and the aver- 
age value of the FHA-insured home in 1955 was $11,742. The aver- 
age FHA-insured loan averaged $10,034. 

The average V A-guaranteed loan in 1955 was $11,000. 

That is another point that may not be of too great importance, 
but I think in these times when the cost of housing is going up year 
by year, the very fact that the average GI house is $742 less than the 
FHA house is something to argue in favor of this program, particular- 
ly when there has been such a remarkable record of repayment. 

Senator Leuman. Senator Hill? 

Senator Him. My colleague has certainly presented a splendid 
statement this morning. 

Let me ask you this, Senator: Some who do not share our views, 
that is, some who do not favor the extension of the program, empha- 
size the fact that, relatively, not many veterans outside of our cities 
and urban centers have taken advantage of the program, not many, 
for Penaem, on the farm. Is there any comment that you can make 
on that ¢ 

Senator Sparkman. Yes. That is one thing that has been of con- 
siderable concern to our Housing Committee, and we have taken 
various steps to try to correct that situation, and I think today we 
have just about as good an overall program as we have been able to 
work out so far as the veterans are concerned and so far as the gen- 
eral populace is concerned, with 1 or 2 exceptions. We hope next 
year perhaps to make some headway on that. 

Senator Lehman has been the author of a bill that would seek 
to improve one of the gaps, and as a matter of fact we have already 
instructed the staff of our committee to make a special study of that 
during the adjournment of Congress in the hope that we can come 
up with something next year. 
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But with reference to veterans, in 1949 or 1950, I believe it was, I 
introduced a bill to provide for direct loans to veterans in rural and 
semirural areas where mortgage money was not available. 

By the way, I think it may be a point of interest to say that the 
suggestion for that bill came to me from a banker, a banker up at 
Tuscumbia, whom my colleague knows very well. 

He wrote me a letter the other day and said, “You know, we try 
to serve our community and to take care of the welfare.” But he 
said, “In a bank removed in a small place like this, we are not able 
to carry in our portfolio very many loans. And so we can’t take 
care of these veterans, and they can’t get their money out of Birming- 
ham or New York or some place like that. They just don’t have it.” 

He said, “I believe the beoiguaniel ought to provide for them.” 

So I introduced a bill to provide direct loans. ‘That program has 
been in effect ever since, for rural and semirural areas. It has been 
one of the best programs that we have had. It is administered by 
the Veterans’ Administration, just the same as this GI loan program. 
It has been well administered and has meant much to the veterans 
outside the urban areas. 

Now, that would apply both for the farm and for the smaller 
towns. 

Then there have been other programs relating not only to veterans 
but to all of the farm people, to provide a means for their getting 
loans. Of course, you are familiar with the program under the 
Bankhead-Jones Act. Then in the same year, 1949 or 1950—it was 
1 of the 2 years—I don’t remember which—I introduced a bill that 
would make it possible to lend money directly under the Farmers’ 
Home Administration to farmers, veterans, and nonveterans alike. 
The two programs working together served very well to take care of 
the rural and semirural areas. 

Then about 3 years ago, or 2 years ago, there was set up as a result 
of repeated studies by our Housing Subcommittee and discussion 
with the insurance companies, investment companies, savings banks, 
mutual banks, and so forth, throughout the country—there was set up 
by them the voluntary home-mortgage credit program. Under that, 
these lending institutions promised to make loans available in these 
areas if applicants are referred to them. 

That program has been steadily growing. I have not seen a very 
recent report of it, but back when we had our hearings this spring, it 
was showing a steady increase, and I am very hopeful that that may 
help to take care of this program, too. 

am glad my colleague asked that question, because this guaranteed 
GI loan program fits in as a necessary part of the overall housing pro- 
gram. For years we have been trying to work out a housing program 
that would make it possible for every segment of our economy, regard- 
less of where it is located, to share, to have an equitable share, in the 
opportunity to get a decent home. 

This is one of the most essential parts of that program and I think 
it would be very bad, most unfortunate, for it to 5 discontinued. 

Senator Hit. Thank you. 

Senator Lenman. Senator Kennedy. 

Senator Kennepy. Senator, I understood from these figures that 
arcane of the houses completed in 1954 and 1955 were financed by 

oans. 
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Senator SparkMAN. I made reference to that in my statement. I 
was under the impression that it was about a third. In fact, I think 
I said, approximately one-third. 

Senator Kennepy. If this program were eliminated by failure to 
enact this bill is there any form of financing that might fill this gap 

Senator Sparkman. You combined 1954 “and 1955, and I referred 
to 1955 only. It wasathird. A third of the housing was financed 
in this way. 

I would say that if this program is discontinued, it certainly would 
leave a gap. I am not saying that a great part of it ake not be 

taken care of, because it would. Undoubtedly some veterans who 
would get their homes under this program could go into the FHA- 
insured program. But it would leave a very big gap, and as I said 
a few minutes ago, as I see it, the inevitable result would be to ai. 
the overall number of housing units or require action on the part of 
Congress to liberalize the FHA insurance program in order to pro- 
duce that higher level of home construction. 

Senator Kennepy. The Bureau of the Budget in their letter to the 
Chairman stated that the argument for this legislation disregarded— 
and I quote— 

The fact that this is a veterans’ readjustment program, which was not and is 
not designed to meet the requirements of general economic or housing policy. 

At least 10 years having passed since the end of World War IT, 
if a program like this is needed in order to maintain economic activity 
in the housing field, shouldn’t it be a general program rather than 
one that is merely directed to one group in our economy ? 

Senator Sparkman. It may very well be that if we were rewriting 
the housing program now rather than back in 1944, something like 
that could be worked out. But we must remember that this program 
was written in 1944, and undoubtedly the statement is correct, that it 
was designed to help veterans to readjust themselves. 

I remember those days very well. Asa matter of fact, the beginning 
of the GI bill of rights was in the House Military Affairs Committee. 
We took the first steps toward providing benefits to veterans to read- 
just themselves. 

Later on, it was incorporated in one overall bill and became known 
as the GI bill of rights. Of course, that came out of the Veterans’ 
Committee, and at that time there was a Veterans’ Committee on the 
Senate side, and those two committees handled the affair. 

I think I know the background and I know my colleague does ver 
well, for this legislation. It was an effort to help veterans to pad: 
just themselves. 

But when we went into the housing program, first of all we put 
it on a longer period of time and we said to the veterans—they were 
urged all through these years—“Now, don’t rush into this program. 
There will be plenty of time.” And undoubtedly a great many of 
them proceeded on: that basis. 

Whether it was designed or not originally—and I concede that the 
point is well taken as to its original design—nevertheless, as time has 
gone on and we have developed this overall housing program, which, 
remember, did not come into existence until 1949—it was the act of 
1949 which set up for the first time what might be called a general 
overall housing program, and then we have added to that from time 
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to time in order to develop a good, general, overall program. And 
as I said, this has been made to fit right into that general program. 

Now, I could use the same argument that the Senator has made 
with reference, for instance, to housing, or with reference to these 
direct loans to veterans that I just referred to. We might very well 
say that that ought to be handled in a general bill. But we know 
that a general bill cannot reach them. There almost has to be legis- 
lation directed to certain segments specifically in order for all of our 
people to be able to get an opportunity. 

That is the reason we have public housing. That is one phase of 
the housing. We have cooperative housing in order to permit these 
cooperative organizations, particularly in the great cities—there are 
a great many of them in New York, for instance—to enable them to 
go in and build that type of housing. We have the farm housing 
that I referred to. 

Now, this year, for the first time, we are enacting—lI hope we will 
enact—the Senate passed it and the House committee has reported if 
out and I earnestly hope that the Congress will finally approve it 
and the President will sign the bill—we are enacting a program to 
benefit elderly persons. We have a program to try to take care of 
these people who are being displaced by urban renewal programs. In 
other words, the whole, overall housing program is made up of seg- 
ments, special programs that have been meshed into one overall pro- 
gram, and this is a very important part of it. 

This and FHA, I would say, constitute the two most important— 
that is, certainly from the standpoint of quantity—the two most im- 
portant parts of that overall housing program. 

Senator Kennepy. The last point, Senator, was that Mr. Robert 
Merriam’s letter, again from the Bureau of the Budget, says that 
S. 3639 and S. 3602 would have broad economic consequences which 
may be contrary to future economic policy. 

Can you imagine that it will ever be in our economic interest to 
contract the number of housing units that are going to be built in any 
year? 

Senator SpARKMAN. No. As a matter of fact, I think that we are 
going to have to increase them. I have made this statement many 
times. It is more or less a figure that I pulled out of the air, although 
I think I could support it with logic, that we probably ought to in- 
crease the number of units by 100,000 a year. 

After all, our population is increasing by nearly 3 million a year. 
Family formations are increasing proportionately. 

I do not recall offhand how many family formations there are. I 
remember back in 1949 when this act was first written—I remember 
very well Senator Taft’s saying that there were 600,000 new families 
requiring houses each year. Now, of course, that number has gone 
up. There are those houses that wear out. There are houses that 
are being torn down by our great slum clearance and urban renewal 
programs, programs that are just getting started, by the way. 

We are going to have a good demonstration, I think, right down 
here in southwest Washington. I hope we watch it, because that is 
going to involve slum clearance; it is going to involve urban renewal, 
the building of business properties, the building of apartment houses, 
the building of homes and all of those things. So many parts of the 
new program will be involved in it. 
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So I do not think that 1,200,000 units a year, which is just about 
what we have tried to maintain for the last 3 or 4 years, I will say— | 
certainly that number is not too many, and I do not believe it will 
become too many at any time in the future, and my guess is that we 
ought to increase by about 100,000 units a year. 

A good many people say that we ought to be building 200 million 
units a year now. Frankly, I do not go along with that. But I do 
believe that we are going to have to count on adding about 100,000 
units a year. 

Senator Kennepy. Thank you very much, Senator. 

Senator Sparkman. And by the way, so far as the effect on the 
economy is concerned, I call your attention to the fact that the in- 
terest rate charged on VA loans is the same as that on FHA loans at 
the present time and has been now for about 2 or 3 years, and they have 
an excellent repayment record, as I set out here. 

So I cannot see the point of that argument so far as our economy is 
concerned. It seems to me it is just the opposite, that you certainly 
would cut down on our housing program, and that is the manner in 
which the economy would be affected. 

Senator Kennepy. Thank you, Senator. 

Thank you. Mr. Chairman. 

Senator Lenman. The present act provides a termination day of 
July 25, 1957. But is it not a fact that unless additional legislation 
is enacted at this session in extending that time, the terminal date . 
would, to all intents and purposes, be December 31, 1956? 

Senator SpaRKMAN. Yes. | 

Senator Lenman. You must give time, of course, to prepare plans 
to take all the other steps that are necessary on applications, and then 
time for the completion of the plans. 

Senator SparKMAN. Yes, Mr. Chairman, that is correct. You will : 
recall that when Mr. Sweeney and Mr. Stone were before our commit- 
tee, they discussed the pr actical operation of that thing and showed 
that applications could not very well be taken with any assurance of 
favorable action after December 31. 

Now, may I say, it is true that the House has passed a bill which 
would permit the processing of applications up to July 25, 1957, and | 
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would make it possible, if I understand it correctly, to approve all of 
those applications that were taken during that time. 

However, I do not think that that reaches the main objection to the 
discontinuance of this program. Unless it is extended, it is going to 
be discontinued—there is no way of getting around that—on July 25, 
1957. 

Senator LenMan. But it is a fact t, is it not, that if this legislation 
is to be effective until July 25, 1957, the applicants for these loans 
would be compelled to act hurriedly, without due consideration and 
without due thought or calculation of what the effects on their home 
and personal family economy would be ? 

Senator SparKMAN. Yes, exactly right. I referred to that in my 
statement, that there would be a great rush to get under the wire. 

Senator Lenman. Thank you very much indeed. You have been 
very helpful. 

Senator SparKMAN. Thank you, gentlemen. 

Senator Lenuman. The next witness is R. H. Stone, Chief, Benefits 
Director, Department of Veterans’ Benefits, Veterans’ Administration. 
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Mr. Stone, we are very glad indeed to have you here with your 
associates. Will you please identify yourself and the gentlemen who 
are accompanying you ‘ 

Mr. Stone. Mr. Chairman, gentlemen of the committee, Mr. Ralph 
H. Stone, the Chief Benefits Director for the Veterans’ Benetits De- 
partment, Veterans’ Administration; Mr. Sweeney, the director of 
the loan guaranty program; Mr. Bland is from our Legislative Office ; 
and Mr. Brownstein is on the staff of Mr. Sweeney in loan guaranty. 


Mr. Bland has the statement of the Veterans’ Administration on 
the bills. 


STATEMENT OF R. P. BLAND, DIRECTOR, LEGISLATIVE PROJECTS 
SERVICE; ACCOMPANIED BY RALPH H. STONE, CHIEF BENEFITS 
DIRECTOR, DEPARTMENT OF VETERANS’ BENEFITS, THOMAS 


SWEENEY, AND P. N. BROWNSTEIN, VETERANS’ ADMINISTRA- 
TION 


Mr. Brianp. Mr. Chairman and members of the committee, we ap 
preciate this opportunity to discuss the legislation now being con- 
sidered which would have important effects on the veterans’ loan 
assistance program administered by the Veterans’ Administration. 
Most of the bills deal only with proposed extension of the World War 
II GI loan program, which expires on July 25, 1957. One of them, 
H. R. 9260, deals with other matters, as well, and will be discussed first. 

H. R. 9260, which was passed by the House of Representatives on 
April 23, 1956, would amend title ITI of the Servicemen’s Readjust- 
ment Act in various particulars. 

Section 500 (a) would be amended to permit veterans of World 
War IT to have their GI loan entitlement restored and reused at 
any time prior to January 31, 1965, where the property subject to 
the initial use of entitlement was taken by a Government agency for 
a public use, destroyed by natural hazard, or otherwise disposed of 
for compelling reasons without fault on the part of the veteran. This 
type of reuse of entitlement is now authorized but is subject to the 
basic cutoff date of July 25, 1957. Restoration of entitlement used 
for a home loan would also be permitted by the bill in the case of a 
veteran who is in service and whe disposes of his home as the result 
of being transferred on orders of the service department. This is an 
entirely new proposal. 

The bill would also amend section 501 to provide that notwith- 
standing the World War IT loan-guaranty termination date of July 
25, 1957, any loan to purchase residential property which is being 
processed by the Administrator on July 25, 1957, may be guaranteed 
if on or before July 25, 1958, approval is granted and the loan is closed. 
Sections 500 (c), 501 (a), 502 (a), 503, 503A and 507 would be 
amended so as to delete certain references therein to determinations 
by proper appraisal made by an appraiser designated by the Admin- 
istrator and to rephrase these provisions to provide for such deter- 
minations by the Administrator. A new subsection would be added 
to section 504 to require that a veteran applicant for a loan to purchase, 
construct or repair, alter or improve a home, shall certify, at the time 
he applies for the loan and at the time the loan is closed, that he 
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occupies or intends to occupy the property as his home. The bill 
would also add a new subsection to section 506 to permit a veteran 
obligor on a current loan to be released from liability on account of 
such loan when he disposes of residential property securing the loan 
obligation to a credit-worthy transferee who has assumed full liability 
for the repayment of the unpaid balance of such loan. 

As stated in its report to your committee, it is the view of the 
Veterans’ Administration that the proposal to permit restoration of 
previously used entitlement after July 25, 1957, for certain veterans 
of World War II, would discriminate against those World War II 
veterans who would be unable to avail themselves of their unused 
entitlement subsequent to July 25,1957. The new proposal for restora- 
tion of entitlement used for the purchase of a home in the case of 
military personnel transferred under orders would necessitate a 
change in the present administrative policy of excluding restoration 
of entitlement in such cases on the ground that transfers and reassign- 
ments are a necessarily anticipated aspect of military service. Service- 
men, incidentally, are now entitled to liberal FHA mortgage insurance 
under section 222 of the National Housing Act, as added by section 124 
of the Housing Act of 1954. 

Should the proposal relating to the restoration of the servicemen’s 
entitlement be adopted, it is presumed that such restoration would . 
be subject to the requirement, applicable to home disposal for com- 
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pelling reasons devoid of fault, that the Administrator must have 
een released from liability on the guaranty on the loan for which 


restoration of entitlement is requested. 

The proposed amendments to sections 500 (c), 501, 502, 503, 503.4, 
and 507, which would delete references therein to designated ap- 
praisers and clarify the fact that final determinations of reasonable 
value vest in the Administrator, would seem to be unobjectionable. 
The Veterans’ Administration has consistently adhered to the view 
that the exercise of the administrative responsibility to determine 
what is a proper appraisal necessarily includes the authority to adjust 
the free appraiser’s estimate of reasonable value. 

In connection with the proposal to amend section 504 to require a cer- 
tification of occupancy, it is to be noted that veterans who apply to 
lenders in prior approval cases are presently required to certify on the 
loan application form as to their intention to occupy the property as 
a home. In cases where supervised lenders elect to make loans under 
the automatic procedure, however, the veteran applies to the lender 
for a loan and the lender proceeds to complete the loan to the veteran . 
and then submits a report of this action to the Veterans’ Adminis- 
tration, which includes certification of occupancy intention by the 
veteran. In these automatic procedure cases it is probable that the 
lender would consider an additional requirement for certification at 
the time the veteran applies for the loan to be merely a “red tape irri- 
tant.” Since the crucial moment for the requisite intention on the 
part of the veteran would generally seem to be at the time the loan is 
closed, it is believed that a requirement for a certification by the 
veteran at such time would accomplish the objective of the bill with- 
out causing the administrative complications in the processing of loans 
which would result from additional certifications. 

The proposed amendment to section 506 of the Servicemen’s Read- 
justment Act would require the Veterans’ Administration to release 
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a veteran from liability to the Government on the loan obligation 
when he disposes of the residential property securing the loan to a 
credit-worthy transferee who has assumed full liability for repayment 
of the unpaid balance of the loan. This provision would seem to es 
tablish a preference for residential property owners over veterans 
who used their entitlement to purchase business or farm property. — In 
addition, since the proposal is prospective it might be considered dis 
criminatory by those veterans who had transferred property in the 
past under conditions which would have afforded them a release of 
liability under the guaranty had such transfer been made subsequent 
to the passage of the bill. 

More important, however, is the question as to whether the best 
interests of the Government are served in these cases where the veteran 
is allowed to realize a profit on the resale of his property and at the 
same time be released from future liability that might be incurred 
by the Government if it is required to pay a guaranty on the loan 
which he obtained. The proposed legislation could not change the 
debtor-creditor relationship between the veteran borrower and the 
lender, and any arrangement which the Veterans’ Administartion 
might make with the veteran for release of liability could not affect 
the holder’s vested rights under the loan contract. 

Under section 509 of the Servicemen’s Readjustment Act the Ad- 
ministrator is currently given discretionary authority to grant releases 
of the nature contemplated by the subject proposal where he deems 
it appropriate to do so. Under current operating policies and pro- 
cedures such consent is granted only upon request of the holder and in 
limited cases. 

The final amendment proposed by H. R. 9260 would extend to July 
25, 1958, the time in which a residential purchase loan, pending in the 
Veterans’ Administration on July 25, 1957, may be approved for 
guaranty. The Veterans’ Administration favors in principle this 
proposal to provide additional processing time for loan applications 
following the expiration date of the loan-guaranty program, but 
suggests that the limitation of its provision to residential purchase 
loans only may be unnecessarily restrictive. 

Due to various indeterminate factors an estimate of the fiscal effects 
of H. R. 9260 has not been attempted, but it is believed that such 
increased cost as might result from the liberalizing provisions would 
not be large. 

In addition to the 1-year extension for certain GI loan processing, as 
contained in H. R. 9260, there are before the committee several bills to 
extend the loan-guaranty program for World War IT veterans beyond 
July 25, 1957, for various periods of time. S. 302, S. 3602, and S. 3639, 
for example, are identical bills designed to extend the program for 
an additional period of 3 years, whereas S. 740 would provide a loan 
guaranty extension of 5 years for World War II veterans and Korean 
veterans (that is, until July 25, 1962, and January 31, 1970, respec- 
tively) and would also continue the direct-loan program until June 
30, 1960. In addition, S. 3977 would continue the loan-guaranty pro- 
grams for World War IT and Korean conflict veterans for 6 years and 
extend the direct-loan program until June 30, 1961. 

Reports by the Veterans’ Administration with respect to S. 302 and 
S. 740 were transmitted to your committee on April 14, 1955, and Au- 
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gust 26, 1955, respectively, and reports on 5, 8602, 5. 3659, and S. 
3977 have been supplied currently. 

The extension of the World War Ii GI loan program beyond July 
25, 1957, as proposed in the mentioned bills presents a question of 
very basic policy. As the committee will recall, the primary purpose 
of title LII of the Servicemen’s Readjustment Act was to aid veterans 
in their economic readjustment to civilian life by facilitating the ex- 
tension of credit for home, farm, and business purposes. Accordingly, 
the committee will undoubtedly wish to consider whether the 10 years 
following World War II as provided in the law has been adequate to 
achieve this purpose as well as to study the potential effects of a 
discontinuance of the program as scheduled. 

As is pointed out in the Veterans’ Administration reports, at the 
beginning of 1956 there were approximately 1414 million veterans of 
World War II service only in civil life. Around 414 million loans to 
World War II veterans have been made with a VA guaranty as of 
that date, and it is estimated that an additional three-fourths of a 
million loans will be made by July 25, 1957. 

That the GI loan program has had a substantial effect on the home 
building industry is revealed by the fact that the total value of VA- 
guaranteed home loans as of April 25, 1956, was over $35 billion and 
30 percent of all housing starts in the United States during 1955 were 
made under the VA compliance inspection system. It seems evident 
that many veterans would not have been able to acquire housing but 
for the liberal financing aids afforded by GI loans. 

It is believed that if the Congress is of the opinion that the loan- 
guaranty program should be extended it would be in the interest of 
veterans, and of the stability of the housing market, for such exten- 
sion to be authorized early enough to apprise the veteran public that 
no acceleration of purchase plans would be necessary to avoid losing: 
the benefit of a GI loan. 

Should the decision be made to continue the World War II loan- 
guaranty program there would be for consideration the manner of 
such extension. Any extension for a prescribed number of years ap- 
plicable alike to all presently eligible veterans, which is the method 
prescribed in all of the measures under consideration by the committee, 
would, of course, postpone any abrupt economic impact which could be 
anticipated in connection with the total termination of the program, 
although a reconsideration of the factors involved in a complete 
cutoff would be necessary as the new termination date approached. 

On the other hand, if the program were to be extended on the basis 
of the length of the individual veteran’s service in World War II, a 
more equitable extension might be achieved which, by tapering off 
veteran eligibility on a gradual basis, would at the same time serve 
to lessen the impact of the program termination on the housing econ- 
omy. It is to be noted in this connection that H. R. 10530, 84th Con- 
gress, a bill which is now pending before the Veterans’ Affairs 
Committee of the House of Representatives, would extend the World 
War ITI loan-guaranty program for 1 month for each full month of 
active service after September 15, 1940, and before July 26, 1947, with a 
maximum allowable extension of 4 years. 

The costs to the Government which would be involved in an exten- 
sion of the loan-guaranty program would be related to the number of 
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additional loans to World War II veterans anticipated under the var- 
ious bills. On the assumption of a continuation of relatively high 
levels of activity, but allowing for a decline in loan volume as the 
veteran age group advances, approximately | million additional loans 
could be expected as the result of the 3-year extension provided by S. 
302, S. 3602, and S. 3639, and on the basis of an administrative ex- 
pense of about $25 per loan the additional cost of these measures would 
be $25 million. Correspondingly, the cost of the 5-year extension 
proposed by S. 740 would be around $38 million, and the 6-year pro- 
vision of S. 3977 would involve an additional cost of approximately 
$42 million. In addition to the foregoing, some losses could be ex- 
pected from the payment of claims on the guaranty of loans. To date 
such payments have averaged about 6 cents per $100 of original prin- 
cipal amount. 

The number of Korean veterans who would benefit from an exten- 
sion of the January 31, 1965, termination date to January 31, 1970, or 
January 31, 1971, as proposed by S. 740 and S. 3977, respectively, is 
completely unpredictable at this time. 

In connection with a further extension of the direct-loan program 
as is proposed by S. 740 and S. 3977, it may be observed that this pro- 
gram was established, and has been periodically extended, on a tem- 
porary standby basis. A long-term extension of this program would 
seem to involve a departure from this concept and would not afford 
adequate opportunity for periodic congressional review as to the need 
for continued direct loan operations. (It should be noted that both 
S. 740 and S. 3977, as drafted, apparently fail to take into account the 
fact that the direct loan program was extended to June 30, 1957, by 
Public Law 88, 84th Cong., approved June 21, 1955.) Any extension 
of direct lending authority should not entail any ultimate cost to the 
taxpayer, because funds disbursed are repayable with interest, and 
reserves for expenses and losses should prove ample to cover such 
expenditures. 

As a technical matter, it is observed that none of the subject pro- 
posals provides for an extension of eligibility for loans to refinance 
delinquent indebtedness under section 507 of the Servicemen’s Re- 
adjustment Act. 

In conclusion, it should be stated that advice received by the Vet- 
erans’ Administration from the Bureau of the Budget indicates that 
the extension provision for the closing of loans as provided in H. R. 
9260 is recommended but that a longer extension of the program as 
provided by S. 302, S. 740, S. 3602, S. 3639, and S. 3977 would not be 
in accord with the program of the President. 

Senator Lenman. Thank you very much indeed. I would like to 
ask some questions on this. What do your records show as the total 
losses in connection with these loans, which I understand amounted 
in the aggregate to a gross of $35 billion ? 

Mr. Sronr. Mr. Sweeney will give the information. 

Mr. Sweeney. Mr. Chairman, the net losses as the result of the 
payment of the guaranty to date are approximately $19 million. 

Senator Leman. $19 million? 

Mr. Sweeney. That is right, sir. 

Senator Leuman. Out of $35 billion ? 

Mr. Sweeney. Out of $35 billion. 

Senator Lenman. That is a pretty good showing. 
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Mr. Sweeney. That is right. 

Senator Lenman. The gross amount of the loans is $35 billion. 
How many loans are outstanding now? 

Mr. Sweeney. Outstanding now, the amount of money is roughly 
about $26 billion. 

Senator Lenman. That would be a repayment of $9 billion. 

Mr. Sweeney. That is right. 

Senator Leuman. Of that, what is represented by the total liquida- 
tion of the leans and what is represented by Government payments? 
How do you divided that? 

Mr. Sweeney. I would say that on the payment in full, that is, 
where the veterans or their assignees have paid off the loan, about 
$4,900 million has been paid in full, and the rest of it has been paid 
by amortization, less about $35 million that we have paid in claims, 
of which we have recovered a good part of it. So that brings you 
down to the net outstanding balance of approximately $26 billion. 

Senator LenmMan. You refer in one part of this statement to the 
administrative cost of this program, if extened, and you say— 





On the basis of the administrative expense of about $25 per loan, the addi- 
tional cost of these measures would be $25 million. 

Is it not a fact that even 1f you merged these loans with the regular 
FHA loans, there would be an administrative cost entailed ? 

Mr. Sweeney. Oh, certainly. 

Senator Leuman. So actually, the $25 million that you have esti- 
mated to be the cost really is not all inclusive, because the same costs 
would accrue under any program that was either adopted or followed. 

Mr. Sweeney. Mr. Chairman, I think you are aware that when you 
apply for an FHA loan, normally you put up a fee for processing, 


and usually that is to offset the administrative costs of the FHA | 
program, whereas under the GI program the Government absorbs | 
the administrative cost for processing. 

Under the FHA program, you put up a fee for the appraisal, proc- | 


essing, and obtaining the commitment. I do not know the various’ © 
factors. I think it isa minimum of $10, and it is scheduled up. And . 
then the FHA operates on those fees, if you recall, sir. Thereisthat | 


distinction. 
Senator LeHmMan. There is that difference, of course. 
Mr. Sweeney. That difference, yes, sir. . 
Senator Leuman. What do you mean by your statement: 


As a technical matter, it is observed that none of the subject proposals 
provides for an extension of eligibility for loans to refinance delinquent indebted- 
ness under section 507 of the Servicemen’s Readjustment Act? 

What is meant by that? 

Mr. Sweeney. Mr. Chairman, under the present law, we could 
guarantee a loan where a veteran has, we will say, an outstanding | 
conventional indebtedness and has gone into default, and he cannot | 
obtain other types of financing to stay the foreclosure. 

Now, it is possible that in some areas where you have a dearth of 
money, that some lender may, with the aid of the guaranty, go in and 
guarantee a loan to refund that outstanding conventional indebted- 
ness to stave off the foreclosure and to have the veteran keep his 
home. 
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Now, what we are pointing out here is that in none of these provi 
sions does the extension apply to permit the Administrator to guaran- 
tee loans in those delinquent indebtedness cases. 

Senator Leuman. Mr. Stone, I want to ask you this question. Out 
of the 15,500,000 or 16 million veterans who are eligible for these loans, 
4,500,000 have availed themselves of that privilege, leaving somewhere 
around 10 million veterans who have not availed themselves of it; 
is that right? 

Mr. Stone. That is right, sir. 

Senator Lruman. Have you any judgment as to why that figure 
should be so high ? 

Mr. Strong. Of course, that total of 4,500,000 includes the Korean 
veterans who have taken advantage of the bill. They are not all 
World War II in that 4,500,000. 

Senator Leuman. I am speaking of the 10 million or 11 million 
who have not availed themselves of the privilege, and I wonder 
whether you could give any reason why so large a number have not 
availed themselves after these several years of operation. 

Mr. Srone. I think that most of the veterans, as Senator Spark- 
man stated, in 1946 were fairly young. They had no position in life 
as yet. They had been in service an average of 21% to 3 years, and the 
amount of money that they made did not allow any savings. ‘There 
was not any position for them. ‘They had to go to school. They had 
to be trained, and it took quite a few years for that to be accomplished. 

So they did not get really started into the loan guaranty program 
until probably into the fifties; some of them are still going to school. 
The average age, | believe, of the World War II veteran is now around 
37 years of age, but he gave up quite a few years that he would have 
been working or had his education completed and would have been in 
the market for marriage and a home much earlier than he was by 
having to go into the service, and also a lot of them were called back 
into service during the Korean war. And you take 3 years out of a 
man’s life, and it takes him a lot more than that to get back on his 
feet and accumulate a little bit of money to furnish the house. He 
has to furnish it, which is a very expensive matter today, and they 
cannot go into debt too far without losing their homes. 

Most of the homes that we have lost, the mortgages that we have 
had to pay out, have been overextension of credit, buying too many 
things. Salesmen come around and sell them a very fine, beautiful 
enameled kitchen, and bathrooms galore and everything else, and they 
get their cost up too high. 

I know of one case in particular. The man made $325 a month. 
He had $225 a month of actual payments that he had to make on things 
that he had purchased for that home, and he could not do it. 

We try to watch that by servicing. Our service people have per- 
formed a very great job in dealing with those people that are easily 
led by a good, supersalesman. 

So it is a matter of timing, of course, and the lack of, and ability to 
have, any money. Of course, they always have to have a car, and 
then to purchase the equipment, the furniture, the household things 
that they need. They have to accumulate that. That is not a matter 

that can be attached to the mortgage. 
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There are many other reasons, of course, that could be gone into, 
of not finding the right woman until maybe now, and then wanting a 
home. 

Senator Leuman. You discussed the privilege that in some of these 
bills would be given to the veteran to relieve him of liability to the 
Government in the event that he disposed of his home. 

Is there anything in the existing legislation that gives him that 
right of relieving himself, or is it purely discretionary with the Ad- 
ministrator ¢ 

Mr. Srone. Mr. Sweeney can answer the particulars of that, Mr. 
Chairman. 

Mr. Sweeney. We have some broad powers, Mr. Chairman, under 
the present law, and we have gone further in our regulations to pro- 
vide a substitution of borrower, and if it meets with our sniiabeh elk 
that to the lender, we could release the individual veteran from tia- 
bility. But it depends on the circumstances, the facts, and the equities 
in the matter. 

Further, this problem arises by the fact that where we pay a claim, 
and where the veteran is the original obligor on there, and he sells 
that without an assumption agreement and does not get his lability 
released by the VA, he becomes indebted to the Government. And 
what has happened sometimes is that when the veteran has sold his 
property to a third party and the third party defaults, as much as 
we try to tell the veteran to keep us posted, as to where his where- 
abouts is, so that in the event there is a default in the loan we could 
notify him, we have in the past had cases where the transferee has 
defaulted and we pay the claim and then charge the veteran with 
whatever loss has been sustained in the matter. 

Now, what I think the House committee had in mind is that where 
a veteran wants to sell his house and he has an acceptable credit 
risk, that they want to direct the Administrator to release him of that 
liability. How ever, it runs one way. They do not state in there that 
we have to tie in the lender, because there is a privity of contract 
between the holder of that mortgage and the original veteran. 

Now, I would like Mr. Brownstein to amplify a little further, be- 
cause he has made a special study of the legal niceties of this situation. 

So Mr. Brownstein, do you want to amplify these remarks? 

Mr. Brownstern. As Mr. Sweeney suggests, Mr. Chairman, one of 
the problems here is that sight is lost of the lender's contract with 
the veteran. Under the proposal in H. R. 9260, the Administrator 
is authorized to substitute the mortgagor. However, that could not 
impair the contract which the mortgagee has made with the original 
veteran. 

Further, in many of these cases, as you know, the loan having been 
guaranteed on behalf of the veteran, the pr operty is sold at a very 
substantial profit. Under this proposal, the original mortgagor is 
released of liability and in addition reaps the very substantial profit, 
possibly at the ultimate cost to the Government. 

Senator Leuman. Let me ask you one question. It is not quite clear 
tome. Is the statement that was read, your statement, Mr. Stone, or 
is it the statement. of the Administrator ? 

Mr. Stone. That is the statement of the Administrator. 

Senator Lenwan. Now, may I ask you—I do not know whether 
you can answer it or not—I hope you can—in view of the amazingly 
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good record that we have had in connection with the administration 
of this program by the Veterans’ Administration—the losses, as testi- 
tied to, have been almost negligible in relation to the total amount of 
the loan guaranties—what advantage would there be in ending this 
program! In other words, I assume that then the loans would be 
merged with the general loans of FHA; you are not going to discrimi 
nate against the veterans as far as their ability to get loans. 

But what possible advantage could there be in that’ We could not 
have a better record than we have been having now. I want to com- 
pliment youonthat. It has been astonishingly good. 

Mr. Sweeney. Mr. Chairman, [| am very appreciative of your com 
mendations about the administration of the program, but I think I 
would state that I personally would like that commendation to go to 
our veterans. It is amazing how they respect their obligations, the 
attitude, particularly in housing loans, that they seem to want to keep 
a roof over their families’ heads, and they go all out to pay their 
mortgage indebtedness. I would also like to state that the lenders 
as a whole in this country have done a good job in servicing the loans. 

Mr. Stone. Of course, there would be an added cost to the veteran, 
the cost of administration, of about a half percent. They would be 
charged the same interest, but there would be a servicing charge. So 
the cost would be adedd to the veterans’ homes of that. 

Senator LeumMan. Are you talking now about the interest rate or 
the additional administrative cost / 

Mr. Srone. If it is turned over to any other organization to operate, 
the cost to the veteran would be a little bit higher than it is now. 

Senator Leuman. It would be higher ? 

Mr. Sronr. Yes, sir. 

Senator LeumMan. You have made certain estimates here about how 
many additional loans would be applied for in the event that the time 
was extended by 3 years or 5 years or 6 years, depending on the bills. 

What factors did you use in making these estimates, or are they 
more or less 

Mr. Srone. Just about the same rate that we have been working on 
in the last 3 years. 

Senator Lenman. Do you take into account the age of the veterans / 

Mr. Buanp. Yes. 

Senator Lenman. Or the geographical location or the availability 
of housing in certain areas or the cost of housing, or are you basing 
this on the record over the past several years ? 

Mr. Stone. Mr. Sweeney can answer that. 

Mr. Sweeney. Mr. Chairman, we have considered several factors. 
No. 1, we did base it on the experience that we have had in the program 
up to date. 

As you are well aware, we have had limited housing starts over the 
a of years, but we also took into consideration, as was mentioned 

rere by Senator Sparkman and Mr. Stone, the fact that a good many 
of these boys have been delayed in getting stable employment. They 
have finally started to raise families. Their needs have been, as time 
goes on, increasing. And we feel that the lesser half, or the lower-age 
groups, are now coming into more stable employment, and that their 
economic status is improving. A good many of them are going out 
of rental-unit projects, or maybe they have been living in with their 
in-laws or parents and they feel that they want to expand. 
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And our experience has indicated, geographically and otherwise, 
that a good many of these boys now feel that they ought to he out 
on their own. 

So we have taken a weighted average and based it on experience and 
these factors to indicate that our “guesstimate” would indicate here 
that we would have these several hundred thousand more loans that 
would come in from veterans, particularly of World War II. 

We have also considered the fact that if we do not extend or do not 
make provision for this abrupt cutoff, that maybe they will be coming 
in under the wire, as I think Senator Sparkman expressed it, which 
I think is very applicable. On the other hand, in the long range, there 
are a lot of these boys that do not want to overobligate themselves and 
they would like to have a little more time, and particularly a good 
many of them would like to have more commodious accommodations, 
in the fact that they want to leave their 2 bedroom to go into a 3- or 4- 
bedroom house. 

As you well know—TI say it facetiously—we always like to get up 
in the neighborhood with the Joneses. And there are a good many of 
those veterans who would like to sell their old homes and get newer 
homes. 

So taking all those factors, I think we may be a little conservative. 
Now, there may be other incentives to increase that number, maybe. 
T would not know. But I think our “guesstimates” are on the conserva- 
tive side, sir. 

Senator Lenman. Thank you very much indeed. I thank all of you 
gentlemen. 

Mr. Sweeney. Thank you, Mr. Chairman. 

Senator Leuman. The next witness will be Mr. Miles D. Kennedy, 
director, national legislative commission of the American Legion. 

Mr. Kennedy, vou have a formal written statement ? 

Mr. Kennepy. Yes. 


STATEMENT OF MILES D. KENNEDY, DIRECTOR, NATIONAL LEGIS- 
LATIVE COMMISSION, THE AMERICAN LEGION 


Mr. Kennepy. Mr. Chairman, my name is Miles Kennedy. I am 
the legislative director of the American Legion. I appreciate, Mr. 
Chairman, that the hour is getting very late, and there are other wit- 
nesses scheduled to follow me. I do have a short prepared statement. 
Due to the fact, Mr. Chairman, that you are the oa one here, you 
may wish that I submit this in the record instead of reading it. I 
will do whatever you wish in the matter. 

Senator Lenman. My problem is this. I would be glad to have you 
read it, but my problem, however, is that at 12 o’clock, when the 
Senate convenes, I will have to go to the floor. That does not mean 
that I will not come back here. I will be there for only a half hour or 
less. I will come back, if that is agreeable with you gentlemen, we 
will have a recess and then I will be glad to hear this statement. 

Mr. Kennepy. I could submit it in the interests of saving time. 

Briefly, Mr. Chairman, I would like to have your permission to have 
it incorporated in the record in full, however. 

Senator Lenman. It is so ordered. 

(The prepared statement of Mr. Kennedy is as follows:) 
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STATEMENT OF Mites DD. Kennepy, Direcror, NATIONAL LecisLarive COM MISSION, 
THE AMERICAN LEGION 


Mr. Chairman and members of the subcommittee, may I express the American 
Legion’s appreciation for this opportunity to present our views concerning S. 302, 
S. 740, 8S. 3602, S. 3639, S. 3977, and other bills before you to extend the expiration 
date of the GI loan program which is scheduled to expire on July 25, 1957. 

The American Legion’s support of these measures is based on Resolution No. 
203 adopted by our 1955 national convention, advocating a 3-year extension of 
the expiration date of the GI loan program, 

Our reason for urging this extension is the same as that which inspired the 
American Legion to conceive and support enactment of the GI bill of rights. It 
is good for the veteran and it is good for the country. 

The American Legion considers the GI bill one of the most farsighted, bene- 
ficial laws ever enacted by the Congress of the United States. The home, bus- 
iness, and farm loan provisions of this law were designed to help returning war 
veterans establish their homes and businesses and a future as useful, productive 
citizens. They have achieved this important purpose to a great extent. But 
millions of eligible veterans have yet to be served by this program. 

More than 4,700,000 World War IT and Korean war veterans have purchased 
their own homes under the GI bill home-loan program. In addition, several 
hundred thousand veterans are successfully established in their own businesses 
and on their own farms, thanks to this program, 

Certainly we are grateful that the program has been so successful. But we 
are even more thankful that this program, while benefiting so many deserving 
veterans, has also been a tremendous benefit to the Nation’s economy. 

It has, in fact, been a $36 billion shot-in-the-arm in the Nation’s economy in 
the crucial period of conversion from a wartime to a peacetime basis. 

Now this subcommittee and the Congress are asked to decide whether to allow 
this program to terminate for World War II veterans on July 25, 1957, as it is 
now scheduled to do, or whether to extend it for 3 years. 

The American Legion submits that every consideration favors extension. 

We submit, first of all, that there are nearly 10 million eligible veterans who 
have not thus far used their loan guaranty entitlement. Certainly we do not 
suggest that every one of these veterans will use his entitlement to a loan, es- 
pecially a home loan. But we feel reasonably certain on the basis of the com- 
ments of our members and of veterans who have come to the American Legion 
for help, that an estimated 800,000 to 1 million eligible veterans may seek to 
use their entitlement before the present law expires on July 25, 1957. 

It is no fault of their own that they have not done so to date. The unavail 
ability of homes, high prices, the disruption and dislocations caused by the 
Korean war, the fact that countless veterans are just now well enough estab- 
lished in their jobs and businesses to take on the obligation of buying a home— 
these and other factors over which they had little or no control, have prevented 
deserving and interested veterans from using the GI home-loan program. 

The American Legion believes that our country can well afford to give them 
this opportunity by extending the loan program, particularly in view of the 
fact that the program has done more to benefit deserving veterans and the 
entire Nation at less cost to the Government than any comparable program ever 
devised. 

I am sure, Mr. Chairman, that you and the members of this subcommittee do 
not have to be reminded of the remarkable credit record compiled by our Na- 
tion’s war veterans under the GI loan program. 

During the nearly 12 years that this program has been in operation, more than 
4,700,000 veterans have obtained GI home loans. Of this number, less than 
26,000 have defaulted on their loans. The net liability to the Federal Govern- 
ment on these defaults is less than $20 million. And this amount is subject to 
further recovery by the Federal Government. 

The tremendous impact of the GI home-loan program during the critical years 
after World War II when the Nation was converting from a wartime to a peace- 
time economy cannot be overemphasized. Hundreds of thousands of jobs were 
created for men to build these homes, to produce the materials that went into 
their construction, to manufacture, distribute, and sell appliances and furnish- 
ings for these homes. 

The termination next year of the GI home-loan program would, in our judg- 
ment, have a serious effect on our economy. In all probability the prospect of 
this program being terminated on July 25, 1957, will drastically influence the 
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price of existing homes and of units to be built within the next year. This could 
well lead to an inflationary sellers’ market in which veterans, trying to get in 
under the deadline, will be bidding against each other, and against nonveterans 
as well, for the limited number of available homes. 


The American Legion is confident this subcommittee and the Congress are 
well aware of these considerations. We are hopeful, too, that you share our 
firm belief that the GI loan program should be extended for 3 years as a matter 
of simple justice to the thousands upon thousands of veterans who will otherwise 
lose the entitlement to this constructive benefit. 


Thank you again for the opportunity of presenting the American Legion’s 
views on a program which has meant, and still means, so much to America’s war 
veterans and to our entire Nation. 

Mr. Kennepy. The statement does support the legislation and 
these bills that call for a 3-year extension of the GI loan program, 
which, as you know, now expires on July 25, 1957, for the World War 
II veterans, and for the very reasons that you so ably set forth in 
the statement that you had in the Congr essional Record of May 24, 
1956, at the time you introduced S. 3855. And I would like to compli- 
ment you, Mr. Chairman, on that statement. We subscribe to every- 
thing that you set forth there. 

I would also like to compliment whoever prepared exhibit No. 1, 
which gives a summary of the law and the statistics attached. It 
runs from pages 8043 to 8052, inclusive, of the Record of May 24. 

I also note on the same subject and along the same line, only not 
quite as extensive, a statement contained in the Congressional Record 
of May 7 of this year by Congressman Edmondson, of Oklahoma, who 
as you know is the chairman of the Subcommittee on Housing of the 
House Veterans’ Affairs Committee, and who I know personally has 
given an awful lot of time and effort to this problem. 

I do not know whether Congressman Edmondson is scheduled to 
testify before your subcommittee or not, but I also subseribe to the 
statements contained therein. 

Senator Leuman. The Congressman is going to testify tomorrow 
morning. 

Mr. Kennepy. I am very happy to hear that, Mr. Chairman, be- 
cause, as I said before, I know he has given an awful lot of time and 
effort to this problem and is very conversant with the different features 
of it. 

I want to compliment the Members of both the Senate and House 
for their interest in this legislation, especially those of you who have 
seen to fit to introduce these bills from time to time. 

Now, I have used in my statement some of the statistics that are 
contained in exhibit 1 attached to your Congressional Record state- 
ment, especially the number of World War IT veterans who have ob- 
tained loans, and in our opinion, Mr. Chairman, based on the expe- 
rience of our housing committee, which we have—that is a volunteer 
committee which serves in more or less an advisory capacity to our 
veterans on their housing problems—we estimate there will be some- 
where in the neighborhood of 800,000 to 1 million who will apply for 
the benefits of the present law between now and July 25, 1957. 

I notice with interest some of the statements given this morning 
used the figure of 1 million, and we would be very glad to accept that 
figure. 

I am also glad to note your interest in the small amount of defaults. 
I think our veterans are to be complimented on the comparatively 
small amount of losses. 
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I would also like you to know, Mr. Chairman, that we subscribed 
to that bill that came out of the House whereby the veteran, through 
proper channels, can be relieved of mortgage liability, because there 
are many, many instances that occur—his wife dies or unfortunately 
he dies or is transferred out of the city due to his job and conditions 
beyond his control—and I know just as you know that in civil life 
there are many, many instances where the mortgagee and the new 
owner of the premises get together and execute a new extension agree 
ment or some other papers that can be recorded in the office where 
the deed and mortgages are filed to relieve the original mortgagor of 
that liability. And I do hope something can be done along that line 
when the legislation is finally enacted. 

In fact, I talked to some of the members of the House Veterans’ 
Affairs Committee of some relief in that line 2 or 3 years ago. We 
never submitted a bill or we never submitted a resolution, but it was 
one of these things that I felt was worthy of great consideration. 
I am happy to see that a study of the problem is now being undertaken. 

As you know, in your own State of New York, in addition to that, 
there is a provision of law that has been in effect in the last 15 or 20 
years whereby the mortgagee cannot get a deficiency judgment against 
the mortgagor for more than the difference between the fair and rea- 
sonable property value of the mortgaged property the day it sold and 
the total amount due under the terms of the judgment. 

There is no provision in these bills for that, but I just bring that 
out, Mr. Chairman. I know you may be interested in it, and I remem- 
ber that is the law in the State of New York. It has been for quite 
some time. 

We are not asking that any such provision be incorporated in the 
present bills or in the bill that is eventually enacted, but I think it 
is something that might be given consideration in the near future. 

As I said before, Mr. Chairman, we are very happy to see these 
bills, and we would like to see a good, strong bill come out that will 
extend the provisions for the World War II veterans for another 3 
years, if possible. 

That is about the sum and substance of our statement, Mr. Chair- 
man. 

Senator Lenaan. Thank you very much; your entire statement 
will be placed in the record. 

Mr. Kennepy. Thank you, Mr. Chairman. 

Senator Lenman. Thank you, Mr. Kennedy. 

The next witness is Mr. J. Robert Conroy, assistant legislative rep- 
resentative of the Veterans of Foreign Wars. 

How do you do, Mr. Conroy ? 

You may proceed. We are glad to see you again. 

Mr. Conroy. Thank you, sir. 


STATEMENT OF J. ROBERT CONROY, ASSISTANT LEGISLATIVE 
OFFICER, VETERANS OF FOREIGN WARS OF THE UNITED STATES 


Mr. Conroy. Mr. Chairman, this opportunity to present the views 
of the Veterans of Foreign Wars of the United States on bills per- 
taining to the Veterans’ Administration guaranteed loan program is 
very much appreciated. It is noted that S. 302, S. 740, S. 3602, S. 3639, 
and S. 3977 propose to extend the home-loan program for World War 
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LI veterans for several years beyond July 25, 1957, the present termi- 
nation date. The 56th National Encampment of the Veterans of For- 
eign Wars, in Boston, Mass., last year, instructed us to urge extension 
of the program for 5 years, to protect those veterans who for various 
valid reasons have not as yet purchased homes under this act. 

Veterans had until recently been cautioned that there was no hurry 
to take advantage of the loan benetits; that present prices may be 
inflated and, therefore, they should not snap at the first so-called 
bargain but should shop around until the best investment value could 
be obtained. Before purchasing a home the veteran had to be rea- 
sonably assured of the permanency of his employment in order that 
he could continue monthly payments as long as necessary. 

It is our understanding that losses to the Government as a result 
of the loan program throughout the years has been less than one-half 
of 1 percent, and the consensus of all concerned is that the home-loan 
guaranty section of the Servicemen’s Readjustment Act has proved 
to be a great boon not only to the home-seeking veteran but to the 
entire national economy. We have been informed that the National 
Association of Home Builders of the United States recently adopted 
a resolution in support of a 3-year extension of the VA World War 
IL program to permit an orderly conversion period within the finance- 
ing and home-building industries. We have also been informed that 
the Mortgage Bankers Association of America recommends a 3-year 
extension of the program now in order to avoid foreseeable complica- 
tions if the extension is not enacted until 1957. 

Section 1 of H. R. 9260 would provide for an extension of the 
home-loan program to January 31, 1965, in all cases in which the 
veteran lost his property through condemnation proceedings for a 
public purpose, or from natural hazards, or as the result of any other 
compelling reason. We now understand that such use or reuse of 
entitlement is authorized administratively, at least, until July 25, 
1957. This section also provides particularly for a veteran who while 
in active service was obliged to sell his home because of transfer by 
the military department with which he was serving. In such cases 
the Administrator, in computing the aggregate amount of guaranty 
entitlement previously used, would be authorized to exclude the 
amount of a loan repaid in full. 

Sections 2, 3, 4, 5, 6, and 9 of H. R. 9260 are technical amendments 
to clarify present law. Section 7 requires a veteran to occupy resi- 
dential property as his home in order to be eligible for a loan to pur- 
chase or repair such property. We believe this provision serves to 
protect the veteran as well as the Government. Section 8 would 
relieve a veteran of all obligation of a loan if a qualified buyer con- 
tracts to purchase the veterans’ property and assumes full liability 
for the repayment of the balance of the loan remaining unpaid. This 
section provides much needed protection for the veteran. Therefore, 
the Veterans of Foreign Wars wholeheartedly supports H. R. 9260 
as it passed the House of Representatives. 

I am sure, Mr. Chairman, that our organization would be very 
happy if Senate bill 302 were enacted into law. 

Thank you, Mr. Chairman. 

Senator Leuman. Thank you very much, Mr. Conroy. 
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1 am advised that Mr. John Holden of the AMVETS is unable to 
appear today. If it is possible to hear Mr, Holden tomorrow, | would 
be very glad to do so, although we have a large number of witnesses. 

The next and last witness this morning is Mr. Bernard Weitzer, 
national legislative director of the Jewish War Veterans of the United 
States of America. 

We are glad to see you, Mr. Weitzer. 

Mr. Werrzer. Good morning. 

Senator Lenman. Do you havea prepared statement / 

Mr. Wetrzer. Yes. 

Senator Lenman. Will you read it? We have plenty of time. 

Mr. Werrzer. It is very brief. 


STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE 
DIRECTOR, JEWISH WAR VETERANS OF THE UNITED STATES OF 
AMERICA 


Mr. Werrzer. Thank you for the privilege of appearing before you 
to present our views in favor of S. 302 and H. R. 9260. The Jewish 
War Veterans of the United States of America have maintained a 
continuous interest in housing, generally, and especially in the VA 
home loan guaranty program for veterans wishing to buy homes. 

I just want to confine myself in this testimony to this home loan 
guaranty program rather thn the other features that would be in- 
volved in the extension of time on business loans and things of that 
kind, because I am particularly interested in the home loan guaranty 
program. 

Despite some shortcomings in the application of the VA home loan 
guaranty program uncovered by congressional committees, it is fair 
to say that this program has been a great success. The program has 
been directly responsible for helping 4,120,000 veterans of World War 
11 to become homeowners. Close to one-fifth of these World War II 
veterans—approximately 19 percent—have paid off these VA guaran- 
teed home Joans in full. The total amount of mortgages involved, 
guaranteed by the VA through April 30, 1956, for these World War 
[I] veterans is $31,700 million. Against this huge sum of $31,700 
million, the total losses realized where defaults have occurred in meet- 
ing the terms of the loan, have cost the VA guaranty fund only 
$19,753,000. This is six one-hundredths of 1 percent of the total 
mortgages guaranteed. It represents 25,863 cases of the 4,120,000 
World War II borrowers. Even a tough-minded, hard-bitten credit 
man should find some comfort in these figures. 

However, there are close to 10,500,000 World War II veterans who 
have not yet adjusted themselves to civilian life sufficiently to want 
to buy ahome. Many of them may never want to buy a home. Some 
few may have bought homes through conventional financing or FHA 
fmancing. Nevertheless, I believe we must face the fact that there 
are several million World War II veterans who, within the next few 
years, would wish to take advantage of the privilege of this VA home 
loan guaranty. By approving S. 302, the Senate would extend for 
+ years the opportunity for World War II veterans to use the pro- 
gram which more than 4 million have already used to such great 
advantage. 
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I would like to inject here, Senator, as you well know, they started 
out on a housing bill in this Congress way back in 1946, and you were 
in this fight and you know it was not until 1949 that we got a housing 
bill. And if it takes the Senate or the Congress of the United States 
3 or 4 years to make up its mind about a law as useful as that has been, 
I think you can realize that the average veteran, who the VA people 
just testified is about 32 years old, may just be coming to the realization 
today that he might be better off by having a home of his own and he 
might be in a better economic position to arrive at that decision, and 
he ought not to be under the pressure today of having te decide within 
the next few months what kind of home and where it ought to be. 
And I think for that reason that this passage of S. 302 is justified and 
that the veteran has not been behindhand in taking advantage of the 
Tecan which the VA home loan guaranty program gives to him. 

t is well to bear in mind that this is an advantage not to the veteran 
alone. Inthe year 1955, World War II veterans bought 493,000 homes 
through this program and the veterans who fought in Korea bought 
approximately 156,000 homes in 1955. These 2 groups of veterans, 
together, purchased a ttal of 649,000 homes in 1955. This is more than 
one-half the total number of new homes built in that recordbreaking 
year. And I do not mean to imply there, Senator, that these were all 
new homes. Some of the homes that the veterans bought were not 
new homes. So it did not represent 50 percent of all of the new homes 
that were built that were bought by the veterans. 

If World War IT veterans’ entitlement to home loan guaranties 
under the act is permitted to cease July 1, 1957, there could be quite a 
drop in the market for homes thereafter. This could be a serious 
impediment to our economic progress in view of the fact that the 
home-building industry is a large user of manpower and materials. 

On behalf of our organization I respectfully urge that your com- 
mittee favorably report S. 302 to the Senate. 

H. R. 9260 is a bill passed in the House as a consequence of the 
congressional investigations to which I have already referred. We be- 
lieve that these amendments to title III of the Servicemen’s Re- 
adjustment Act of 1944 will strengthen the act and will eliminate the 
shortcomings which have been disclosed in the operation of the act. 

I, therefore, earnestly urge that you make a favorable report on 
H. R. 9260. 

Thank you very much, Senator. 

Senator Lenman. Thank you very much. 

Mr. Werrzer. There is a lot more that I could say about this, but 
| know you are wanting to get to the Senate floor. 

Senator Lenman. Those figures that you give here are very inter- 
esting about the number of homes purchased. 

Mr. Werrzer. They come directly from the Veterans’ Administra- 
tion, but I had to work to get them in that form. 

Senator Leuman. Are these figures official that you have given 
here, that in 1955 World War II veterans bought 493,000 homes—— 

Mr. Werrzer. That is correct. 

Senator Lenman. And the veterans who fought in Korea bought 
approximately 156,000 homes in 1955? These 2 groups of veterans 
together purchased a total of 649,000 homes in 1955. This is more 
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than one-half the total number of new homes built in that record- 
breaking year. 

That is a higher percentage than any figures that we have seen 
heretofore. I was wondering whether you had those officially. 

Mr. Werrzer. I got those directly from the VA. I got those figures 
directly by talking to Mr. Suiter. 

Senator Lenman. Could you let me have the reference on that, 
because I would like to have it. 

Mr. Werrzer. I got them over the telephone by saying that I 
wanted to have a breakdown on World War II veterans who are prin- 
cipally affected by the legislation you are considering, and those fig- 
ures are just exactly as I have written them. 

Senator Leuman. The figures as given to us officially by the Vet- 
erans’ Administration are sufficiently impressive. They are a third 
of the homes. 

Mr. Weitzer. Of those 493,000, I do not know how many of those 
homes that were bought that were new homes that were built in 1955, 
you see. In other words, all that the VA could give me is the number 
of homes that they financed. 

Senator Lenman. Yes. 

Mr. Werrzer. Now, some of those loans financed the purchase of 
homes that had been built in previous years, and they did not have 
any figures immediately at hand. I imagine that the VA 

Senator Lenman. That is probably so. That probably would 
account for the difference. 

Mr. Wertzer. The VA could probably dig them up for you. They 
did for me. 

Senator Leaman. Thank you very much, Mr. Weitzer. 

I want to place in the record, too, a letter which I received from 
the Catholic War Veterans of the United States of America, signed 
by Rosario Scibilia, executive director of the Catholic War Veterans. 

(The letter above referred to is as follows:) 

JUNE 18, 1956 
Senator HerBert H. LeuMAn, 
Chairman, Veterans’ Affairs Subcommittee, 
Senate Labor and Public Welfare Committee, Washington, D. C. 


DEAR SENATOR LEHMAN: It is once more a happy privilege to have this oppor- 
tunity to present the position of Catholic War Veterans of the United States of 
America on H. R. 9260, S. 302, and like bills introduced for the extension of the 
GI loan program. 

There has been a good deal of discussion that the GI loan program should be 
terminated in favor of a liberalization of FWA. Indeed, several responsible 
legislators have stated that in their opinion the need for a GI loan extension as 
incorporated in the bills mentioned above would be unnecessary. This is not 
the position of our organization. 

Although some 10 years have elapsed since the end of World War II, a good 
Inany veterans who are potential homeowners have not had the opportunities to 
avail themselves of the provisions of the 1944 act. These individuals, either 
due to an extended period of education, or to a protracted wait based upon 
financial inability to assume the responsibility of home ownership, or by reason 
of personal family responsibility, have not been able to purchase a home or 
accumulate a sufficient surplus for an initial downpayment. Many of these 
individuals would become homeowners if H. R. 9620 and S. 302 or some similar 


legislation were enacted. We, therefore, would endorse any program of GI 
loan extension. 
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But more particularly, we feel that this prograin should extend over several 
years. This would enable ex-servicemen, who in reality have the most need 
for such a program due to their modest financial capabilities, to take advantage 
of the helpful provisions in the original act of 1944. 

We trust your committee will favorably report on this GI loan extension 
program, and that your recommendations will include an extenstion of 2 to 4 
years. 

With sincere appreciation for this opportunity to present our views, we 
remain, 

Respectfully yours, 
Rosario Scisinia, Hrecutive Director. 

Senator Leuman. That completes the hearings for today. We 
meet again tomorrow in this same chamber. 

Thank you very much, gentlemen. 

(Whereupon, at 11: 55 a. m., the subcommittee recessed. ) 
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THURSDAY, JUNE 21, 1956 


Unirep Spares SENATE, 
SUBCOMMITTEE ON VETERANS’ AFFAIRS 
oF THE Com™rrree oN LAaBor AND PusLic WELFARE, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 3:10 p. m., in room 
P-63, Capitol Building, Hon. Herbert H. Lehman (chairman of the 
subcomittee) presiding. 

Present: Senator Lehman. 

Also present: Stewart E. McClure, staif director; Mary DiDho, 
professional staff member ; Milton Semer, chief counsel, Subcommittee 
on n. Housing, Senate Committee on Banking and CRY and Oliver 

. Meadows, staff director, House Veterans’ Affairs Committee. 

“Senator Lreuman. Before we start, I want to say that I am very 
sorry indeed that we had to postpone the hearing this morning unti) 
this hour, but I rose to a point of personal priv ilege i in the Senate this 
morning on a matter which I thought was of great importance to the 
Senate. None of my colleagues was able to ‘take over the hearing. 
That is why I had to ask for this postponement. I have been on my 
feet for a good part of the time since then. 

I understand Congresinan Teague is not here. 

Is Mr. Oliver Meadows here? 

Mr. Meapows. Yes. 

Senator Leuman. Mr, Meadows, do you have a statement ? 

Mr. Mrapows. Senator, I just placed beside you there the statement 
which Mr. Teague had expected to make, and we will file that, Senator. 
Mr. Jenkins, the housing consultant on our staff, will remain here to 
be of help and I will stay as long as I can. 

Senator Lenman. I hope Mr. Teague’s condition is not serious. 

Mr. Meapows. No. He is just fatigued. His condition is not 
serious. 

Senator Lenman. That statement will be placed in the record. 

(The statement of Representative Olin E. Teague, referred to is as 
follows :) 


STATEMENT RELATIVE TO H. R. 9260 BY THE HONORABLE OLIN E. TEAGUE, CHAIR- 
MAN, COMMITTEE ON VETERANS’ AFFAIRS 


Mr. Chairman, I wish to make the following comments in support of H. R. 9260. 
H. R. 9260 was reported out by the Veterans’ Affairs Committee on March 28, 
1956. Five similar bills, without amendment were introduced by Congressmen 
Edmondson, Shuford, Weaver, Young, and Teague of Texas. The Subcommittee 
on Housing headed by Congressman Edmondson, held hearings on these bills on 
March 15 and 14. The subcomittee reported H. R. 9260 favorably to the full 
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committee with an amendment. The amendment was offered by Congressman 
Sisk of California. 

H. R. 9260, as amended, introduced by Congressman Christopher of Missouri, 
is referred to by the comittee as the “omnibus bill’ due to the fact that it con- 
tains six provisions. The provisions have been found to be necessary as a result 
of intensive investigations by the Subcommittee on Housing, together with public 
hearings that were held in four different parts of California, several hearings in 
Washington, D. C., and inspections of numerous projects in the West and South- 
west. This is all reported in Comittee Print No. 200, known as the housing re- 
port of the Veterans’ Affairs Committee, dated February 16, 1956. The housing 
report was a unanimous report by the Housing Subcommittee in which the need 
for legislation such as H. R. 9260 is recommended : 

H. R. 9260 Contains the following provisions : 

1. Under the existing law, section 500 (a) provides that a veterans may have 
his entitlement reinstated to purchase a second home with the assistance of a 
Veterans’ Administration guaranteed or insured loan if his original home was 
lost due to public condemnation or was destroyed by fire or other natural hazards 
or because of other compeling reasons devoid of fault on the part of the veteran. 
The loan-guaranty program for World War II veterans will terminate on July 
25, 1957; however, the program for Korean veterans will continue until January 
31, 1965. It is felt that many World War II veterans will probably lose their 
homes due to the reasons stated above, and especially due to public condemnation 
as a result of the tremendous highway and freeway building programs throughout 
the Nation. H. R. 9260 wil provide for these veterans to have their entitlement 
reinstated until January 31, 1965. Since the Korean program runs until this 
date there will be no administrative cost for this extension as the Veterans’ Ad- 
ninistration wil continue to have a loan-guaranty section to be of service to the 
Korean veterans. 

2. This section of the bill was included at the request of some of the largest 
lenders participating in the loan-guaranty program. Since H. R. 9260 was passed 
by the House I have been informed by one of the sponsors of this bill, the New 
York Life Insurance Co., of New York, that due to the present conflict between 
the existing law and the present policies and procedures of the Veterans’ Admin- 
istration that they have been forced to withdraw from participating in two addi- 
tional States. This makes nine States from which they have withdrawn due to 
this technicality. When the Servicemen’s Readjustment Act was first passed in 
1944 there was a provision that the reasonable value be determined by proper 
appraisal made by an appraiser designated by the Administrator. In the begin- 
ning the appraiser made his report to the lender who had knowledge that the 
loan would not exceed the reasonable value thereon ; however, this procedure was 
changed by the Veterans’ Administration and the appraiser now makes his 
recommended reasonable value known only to the Veterans’ Administration and 
neither the appraiser or the Agency will tell the lender if the reasonable value 
established exceeds that recommended by the appraiser. This bill will change 
the wording of the existing law so that the reasonable value will be established 
by the Administrator of Veterans’ Affairs and this will eliminate the possible 
technical difficulty if a case is questioned in our civil courts in the future, 

3. The Servicemen’s Readjustment Act provides that a loan will be guaranteed 
for a qualified veteran if he “intends to occupy the home.” My committee has 
found that throughout the country, many veterans ignore the requirement and 
make application for a guaranteed loan and then sell their entitlement o a second 
party. Under the present law the veteran is required to certify only at the time 
he makes application that he intends to occupy the property as his home. It 
is felt that in addition to this certification the veteran should be required to 
again certify that he intends to occupy the property as his home at the time the 
loan is closed. This bill provides for this additional certification. 

4. The veteran, under the present law, remains liable to the Administrator 
on the loan until it is paid in full, regardless of the fact that he has sold the prop- 
erty to a second buyer. It is not fair to keep the veteran liable to the Adminis- 
trator when a second party has taken over the lean and is enjoying the benefits 
thereof. In order to protect the veteran and the Administration, this bill pro- 
vides that if the veteran makes application with the second buyer to the Admin- 
istrator and the Administrator finds that the second buyer is acceptable credit- 
wise, he can then accept the second buyer and relieve the veteran of his liability. 
This second buyer does not have to be a veteran but must be acceptable credit- 
wise. If the Administrator finds that the second buyer is not acceptable he 








VETERANS LOAN GUARANTY PROGRAM 49 


will notify the veteran of this fact and warn the veteran that if he sells to this 
unacceptable second party he will remain liable on the loan. 

5. The Veterans’ Administration has ruled that a discharged veteran who re- 
enters the service cannot have his entitlement reinstated because he is trans 
ferred by the service. Their contention is that this does not come under the 
existing provisions for reinstatement. We feel that this is an injustice to re- 
enlisted servicemen, and this bill provides that in such cases the veteran can 
sell his home, pay off the mortgage, and have his entitlement reinstated so that 
he can purchase a home in another location. 

6. Congressman Ayres (Republican, Ohio), who is a member of the Subcoim- 
mittee on Housing, offered an amendment on the floor which was adopted and is 
a part of the bill under consideration. This amendment starts on page 5, line 21, 
and provides that applications made to the Veterans’ Administration for a guar- 
anteed loan, that are supported by contract to purchase, and have been entered 
into before July 25, 1957, may be accepted by the Administrator and processed up 
until July 25, 1958. This amendment was offered as the result of a ruling recent- 
ly issued by the Veterans’ Administration which notified all builders that they 
would not accept aplications after January of 1957. The ruling by the Veterans’ 
Administration was prompted by the fact that the existing law states that the 
loan must be completed prior to the expiration date July 25, 1957. This means 
that a builder could not get a certificate of reasonable value after the Ist of 
January and be able to build a house and close the loan prior to the expiration 
date. This provision of H. R. 9260, in effect, extends the present cut-off date by 
the Veterans’ Administration for 6 months and then gives the veteran and the 
builder a year to close the loan provided the contract was entered into before 
July 25, 1957. 

I understand you also have under consideration bills which would extend the 
veterans’ loan guaranty program for several years. I do not believe that we can 
justify an extension of this program for an extended period of time, since the 
program was created to assist returning World War II veterans to adjust to 
civilian life. Certainly after 11 years the readjustment phase has passed. I 
do not object to the extension provision added on the floor of the House and I 
would be willing to see the House amendment coupled with a straight 1 year 
extension, lifting the July 25, 1957, date to July 25, 1958, and adding to it the 
language permitting the veteran with a firm contract on July 25, 1958, an addi- 
tional 6 months or year in which to close out his loan. I think that an extension 
of this type can be justified to permit time for the Banking and Currency Com- 
mittees to study general housing legislation which will serve the needs of the 
country’s economy generally, and families, including veterans, who need assist- 
ance of a loan. I believe if your committee can agree to this type of extension 
we can secure approval by the House without further difficulty. 

I wish to call your attention to the fact that H. R. 9260 was unanimously re- 
ported out by my committee, and I respectfully urge that your committee take 
favorable action on this bill. 


Senator Leoman. Congressman Edmondson, the Representative of 
the Second District of Oklahoma. 

Is Mr. Edmondson here / 

(No response.) 

Senator Lenman. Mr. Edmondson is not here. He has filed his 
statement which will be placed in the record. 

(The statement of Representative Ed Edmondson, referred to is 
as follows :) 


STATEMENT OF REPRESENTATIVE Ep EDMONDSON, DEMOCRAT, OF OKLAHOMA, IN 
FAVOR OF EXTENDING GI HoMrE LOAN PROGRAM 


Mr. Chairman, I am grateful for this opportunity to testify in support of lezis- 
lation extending the GI home loan program, which will expire on July 25, 1997, 
in the absence of congressional action. 

Under the GI bill and its wise provisions for a Government guaranty of home 
loans, more than 4 million World War II veterans have become American home- 
owners—a strong and growing bulwark of American citizenship and democracy. 
The Government’s losses under the multi-billion-dollar home-building program 
have been less than one-half of 1 percent. 
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As chairman of the Housing Subcommittee of the House Commiteee on Vet- 
erans Affairs, I have been studying veterans’ housing problems for a considerable 
period of time, and am well aware of the problems and shortcomings of the 
loan guaranty program. Like most human undertakings, it falls short of perfec- 
tion, and the criticisms of the programs—on such points as faulty inspections, 
building defects, and inflated closing costs and discounts—are valid criticisms 
worthy of congressional attention and consideration. 

At the same time, I am firmly convinced that the GI home loan guaranty 
program is one of the most successful undertakings in the history of our Gov- 
ernment, and is fully worthy of extension. To this end, I have introduced 
H. R. 11059, extending the program for 6 years after July of 1957. 

I believe that similar bills have been introduced by at least 30 Members of the 
House of Representatives, and more than 40 bills are now pending in the House 
to extend this program, for periods ranging from 3 to 6 years. 

According to my own estimates, approximately 5 million veterans of World 
War II will be directly and adversely affected in their homeowning opportunities 
if we permit the GI home loan program to expire in 1957. 

This figure includes more than 83 million World War II veterans who reside 
in counties where there has been a lag in the program, because of a shortage 
of investment money in their area. 

According to our subcommittee studies, more than 700,000 veterans of World 
War II have thus far been unable to qualify under the program, because of 
unsatisfactory income or other credit limitations. 

An additional 1 million veterans, in the subcommittee’s findings, are listed 
as “potentially eligible” but unlikely, for one reason or another, to receive a 
loan before termination of the present law. 

Several million could be added to this total if we include the 4,500,000 World 
War II veterans now owning homes not acquired under the GI bill, who might 
find it necessary or desirable to obtain a new home in the future, under the 
GI loan guaranty program. A transfer in the job, enlargement of the family, or 
loss of the present home for any reason, could lead to additional need from this 
group under the veterans’ loan provisions. 

It seems to me to be the very best of good business for our country to extend 
this worthwhile program. No great additional administrative costs are involved, 
because we are going to be continuing the program for Korean veterans for 
some years to come—beyond the 6-year extension of the World War II program 
provided for in H. R. 11059. 

On the other hand, it would seem to me to be very bad business to cut this 
program off abruptly in July of next year. This could easily result in a greatly 
inflated demand for a period of the next 12 months—a demand far in excess 
of the ability of the building industry to deliver good homes—with all of the 
attendant evils of inflation and dislocation in this important industry. 

In fairness to the veterans of World War II who have not yet had the benefit 
of this fine program, in fairness to their families and the communities where 
many of them live, let’s extend this program for a substantial period of time. 
Homeownership is one of the greatest foundations of a strong and stable 
America. Let us strengthen that foundation by extension of this wise law. 


Senator Lenman. Mr. Bert Seidman. 

How do you do, Mr. Seidman ? 

We are glad to have you here. Will vou identify yourself for the 
record and your associates? 

Mr. Serpman. Yes. I will be glad to do that, Senator. My name 
is Bert Seidman. I am an economist in the research department of 
the American Federation of Labor and Congress of Industrial Or- 
ganizations. 

T have with me on my right Mr. Bernard Maledy, who is the acting 
staff director of the AFL-CIO Veterans’ Affairs ‘Committee, and on 
my left, Mr. Cornelius Gray, who is the administrative assistant to 
the president, and secretry-treasurer of the building and construction 
trades department of the AFL-CIO. 
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STATEMENT OF BERT SEIDMAN, ECONOMIST, RESEARCH DEPART- 
MENT, AFL-CIO; ACCOMPANIED BY BERNARD MALEDY, ACTING 
STAFF DIRECTOR, VETERANS’ AFFAIRS COMMITTEE, AFL-CIO; 
AND CORNELIUS GRAY, ADMINISTRATIVE ASSISTANT TO THE 
PRESIDENT, AND SECRETARY-TREASURER, BUILDING AND CON- 
STRUCTION TRADES DEPARTMENT, AFL-CIO 


Mr. Sempman. Mr, Chairman, | am glad to appear before your com- 
mittee today on behalf of the American Federation of Labor and 
Congress of Industrial Organizations to support extension of the 
veterans home loan program. 

The executive council of the AFL-C1O, at its meeting this month, 
called upon the Congress to extend the veterans home loan program 
in the following statement, and I quote from the statement: 

The Federal program of guaranties of mortgage loans to veterans under the 
GI housing program has given veterans an opportunity to purchase homes on 
more favorable financial terms than would have otherwise been available. 
The GI housing program has given large numbers of veterans and their 


families the opportunity to obtain decent homes and has thereby helped to 
meet the Nation’s overall housing needs. 


The GI housing program is scheduled to expire on July 25, 1957, unless Con- 
gress takes action during the present session to extend it. The Senate has 
already passed a 1-year extension and this matter is now before the House 
of Representatives. 

The AFL-CIO calls upon Congress to extend the expiration date of the GI 
housing program until July 25, 1958. In the interim, we ask the Congress to 
make a thorough study ef this program and the benefits which veterans and 
the Nation as a whole have derived from it in order to determine what further 
action should be taken. 

That is the end of the executive council's statement. 

It is essential that Congress take action before the present session 
adjourns to extend the veterans home loan program. Extension is 
necessary and desirable from the standpoint of the veterans, the 
housing industry, and the economy as a whole. 

More than 414 million veterans have taken advantage of the GI 
home loan program to purchase homes valued at more than $36 
billion. These veterans have been able to obtain homes on more fa- 
vorable terms than would otherwise have been available. As com- 
pared with FHA or conventional financing, downpayments required 
have been smaller (at times no downpayment has been required), 
interest rates have been lower, the amortization period has been longer, 
and to some extent, sales prices have on the average been lower. 

The result has been that more than 414 million veterans have taken 
advantage of the opportunity to obtain homes with VA-guaranteed 
mortgages. These 444 million veterans constitute a little over one- 
fourth of eligible veterans. 

The remaining three-fourths—more than 11 million veterans— 
have not yet participated in this program. Yet there can be no doubt 
that many of them need homes and, if given more time to improve 
their financial resources, would take advantage of the relatively favor- 
able terms under the GI program to purchase homes. Incidentally, 
because financing on GI terms has been more difficult to obtain im 
small towns and rural areas than in metropolitan areas, a smaller 
proportion of veterans in the outlying areas have had an opportunity 
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to take advantage of their privileges under the Servicemen’s Read- 
justment Act to purchase homes. 

The cost to the Federal Government of the veterans’ home-loan 
program has been minimal, especially in view of the important con- 
tribution it has made to the welfare of millions of veterans and their 
families and the Nation as a whole. The repayment record of vet- 
erans has been excellent. In the more than 10 years since the inception 
of the program, the Veterans’ Administration has incurred a loss of 
only 0.06 percent on the loans it has guaranteed. Moreover, consid- 
ering the size of this program, its administrative costs have been quite 
small. 

The veterans’ home-loan program has played an increasingly im- 
portant role in the total housing picture. Last year, homes financed 
with VA-guaranteed mortgages constituted 30 percent of total hous- 
ing starts. Although there has been a recent decline in VA starts 
(both absolute and relative in total starts), this can be attributed to 
the tight money market. The stringency in available mortgage funds 
has made it difficult, and often impossible, for veterans to obtain VA- 
guaranteed mortgages. Significantly, there has been a similar decline 
in FHA starts. 

The veterans’ home-loan program has made and continues to make 
un important contribution to our total housing activity. An abrupt 
cutoff of this program at this time would undoubtedly result in a still 
further reduction in homebuilding at a time when housing activity 
has already declined considerably below last year’s level. 

If the program were permitted to die on July 25, 1957, the present 
expiration date, issuance of VA-guaranteed loans would actually 
stop next January. A terrific rush could therefore be expected in 
the latter part of this year on the part of veterans seeking to purchase 
homes unde GI terms even though they might not be quite ready to 
do so. But this would undoubtedly be followed by a drop in housing 
activity during -1957 when housing starts might even fall below 
the reduced level we have experienced during the early part of this 
vear. 

Such a severe and sudden shock to the Nation’s home building ac- 
tivity must be avoided. The AFL-CIO therefore recommends that 
the veterans’ home-loan program be extended for at least 1 year be- 
yond the present expiration date. In the interim, we ask the Congress 
to make a thorough study of the veterans’ home-loan program as an 
integral part of the Nation’s overall housing program. On the basis 
of such an investigation, it can then be determined whether the present 
program should be continued beyond 1958 or perhaps, at that time, be 
integrated in some way with other housing programs. Whatever 
course is followed, we ask Congress to pursue the vital objective of 
making decent housing at reasonable costs available to all families, 
veterans as well as nonveterans. 

Thank you, Mr. Chairman. 

Senator Leaman. Thank you, Mr. Seidman. 

Mr. Seipman. In identifying myself, I overlooked mentioning that 
I have provided staff assistance for the housing committee of the 
AFL-CIO. 

Senator Leuman. Thank you very much for your statement. 

I want to ask you 1 or 2 questions. 
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You state that you recommend that the program be extended for at 
least 1 year beyond the present expiration date. Does that mean that 
you favor extension of 1 year or a somewhat longer period ¢ 

Mr. Serpman. We feel that at least 1 year would be needed to pro- 
vide the minimum time necessary for a thorough investigation of the 
problem and for a determination as to what should be done if there 
is to be any change beyond that time. 

However, if Congress feels that more time is needed for that kind 
of investigation and for the transition that would be necessary, then 
we would favor extension beyond 1 year. 

Senator Leman. You mentioned the impact that this would have 
upon the economy of the building trades and on the country’s economy. 

In previous testimony, witnesses have told us that over a period of 
several years in the past, at least one-third of the homes constructed 
was represented by the homes bought by the veterans of World War 
II. As a matter of fact, since then we have learned that if we in- 
cluded the homes bought in 1955 by Korean veterans, that percentage 
would be even larger, or nearly 50 percent. It would be 650,000 
homes bought in 1955 by veterans of World War IT and Korean vet- 
erans against the total homes built of 1,300,000. 

Can you give us any specific figures of the impact and effect this 
would have upon employment? 

Mr. Sempman. This would obviously have a very great effect upon 
employment in the building and construction trades, and Mr. Gray, 
who is associated with that department, might be able to indicate 
what this impact would be a little bit more specifically. 

Senator Lenman. We will be glad to hear from you, Mr. Gray. 

Mr. Gray. Mr. Chairman, I attempted this morning to get some 
figures on that very point. After listening to Senator Sparkman’s 
testimony yesterday, particularly that portion of it which pinpointed 
the attention to the effect it would have upon the Nation’s economy, 
I would like to say that, according to the Dilitnnscalts figures—that 
is, the BLS and Commerce Department—last year, 1955, contract 
construction—that is all contract construction—was $43 billion. They 
estimate in addition to the $43 billion about $14 billion for alterations 
and repair. I don’t know and have not been able to ascertain how 
much of that alteration and repair work was in connection with 
housing. 

That makes a total of $57 billion for the construction industry, 
approximately 40 percent of which was for housing. 

Now, that $57 billion accounts for 14.2 percent of the gross national 
product, which comes to about $400 billion. From those figures you 
can see the tremendous impact that the construction industry has on 
the Nation’s economy. 

Now, since housing accounts for 40 percent, and when we speak of 
housing we mean the 1,309,000 homes that were built last year, 30 
percent of which were due to the liberalized VA-guaranteed loan, 
now, taking those figures, that is, the overall figure of $57 billion 
and the employment, that is, the average monthly employment for 
building tradesmen put out by the BLS, they tell us that the average 
contract construction employment for building trades last year was 
$2,506,000. 

T have not been able to ascertain just what effect on the actual em- 
ployment in the building trades there will be if this bill is not extended 
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for 1 or 3 years. We do know that starting January 1 if it is not 
extended, it is going to have a tremendous effect, particularly when 
30 percent of all housing constructed last year was under the GI bill. 

Now, if we were just to estimate that 30 percent, which means 393,000 
homes, on an average basis, taking the same average of the $57 billion 
in construction and the 2,506,000 average monthly employment figures, 
that would mean that we would have unemployed 290,000 building 
tradesmen each month. 

So to us it isa very real and serious problem, a very serious problem. 

As a matter of fact, I was quite astounded yesterday when Senator 
Kennedy read into the record the letter from the Budget Bureau rec- 
ommending that the GI bill not be extended, for economic reasons. 
We just cannot figure that one out, Senator, and therefore we most 
urgently request that until such time as more thought can be given to 
integrating the GI guaranteed loan provisions into the overall housing 
bill, that it be continued. 

Senator Lenman. You are talking about 1,300,000 starts? 

Mr. Gray. Yes, sir. 

Senator Leuman. That was the figure in 1955. 

Mr. Gray. Yes, sir. 

Senator Lenman. As a matter of fact, the estimates we received 
from the Banking and Currency Committee, when we had hearings 
on housing generally, were that they estimated a drop, even without 
the lapsing of this veterans’ program, of 15 to 20 percent. 

Mr. Gray. Yes, sir. 

Senator Leuman. In other words, it is not indicated that the hous- 
ing starts this year will be in excess of 1,150,000. And that is without 
the lapse of this bill. 

Mr. Gray. Yes, sir. 

Senator Lenman. That is another reason for this bill? 

Mr. Gray. All the more reason, sir. 

Senator Lruman. Now, people who are against these bills say that a 
good portion of those people who might be unemployed, 200,000 and 
some odd, whiatever the figure might be—it is a very large figure— 
could be absorbed in other industry. Do you subscribe to that? 

Mr. Gray. Well, I suppose a portion of them could be, sir. How 
many, I don’t know. Our industry is quite diversified. We have 
bricklayers skilled in the trade of laying bricks. I am sure it would 
be quite difficult for them to be absorbed in the garment industry. 

We have island workers. We have electricians, plumbers, men 
highly skilled in their trades. It would mean a real problem, sir. 

Senator Lenman. Now, what was the figure; 200,000 and what? 

Mr. Gray. Well, sir 

Senator Lenman. That is an estimate, I know. 

Mr. Gray. That is a very rough estimate, sir. 

Senator Lenman. What is it; 200,000 plus? 

Mr. Gray. Yes, sir; if the 30 percent figure is maintained for the 
coming year on the basis of last year. 

Senator Leuman. Yes. That, as I understand, is only the number 
of workers who might in your opinion be unemployed in the building 
trades themselves? 

Mr. Gray. That is correct. 

Senator Lenman. That does not include the number of people who 
would be unemployed in the ancillary or collateral industries. 
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Mr, Gray. That is absolutely correct, sir. Lam just talking about 
the building craftsmen. It does not take into consideration such peo- 
ple as the furniture workers who make furniture to supply to the new 
homes. 

Senator Leuman. Or plumbing workers, or brick workers. 

Mr. Gray. That is right. In the manufacturing plants; the ma- 
terialmen, yes, sir. 

Senator Leuman. The cement workers, and many others. So you 
have no figures on that. 

Mr. Gray. No, sir. I have never seen any, as a matter of fact. 

Senator Lenman. Would you think that 1 million is an overesti 
mate in all the industries I am talking about now ¢ 

Mr. Gray. | am inclined to think it would be a very conservative 
estimate, sir, very conservative. 

Senator Leuman. Thank you very much, Mr. Seidman and gentle 
men. 

Mr. Serpman. Thank you. 

Senator Lenman. Before I call the next witness, | have been asked 
to place in the record statements submitted by the American Veterans 
Committee, the National Association of Mutual Savings Bank, and 
the Dime Savings Bank of Brooklyn. 

They are ordered to be placed in the record. 

(The material referred to follows: 


STATEMENT OF AMERICAN VETERANS COMMITTEE (AVC) 


The American Veterans Committee (AVC) favors extension of the G1 bill 
benefits for loan guaranties on housing for veterans of World War Il. We 
favor a 3-year extension of the beneiits without endorsing any particular bills 
before the Congress since we do not feel that these measures have adequate 
safeguards to protect veterans during the remaining phase of the program. 

We understand that the subcommittee is not going into the area of direct loans 
and we thus will not comment on this phase of the program except to say that 
Congress should give serious consideration to expanding direct loans at the 
earliest possible moment as a means of making the veterans housing program 
more useful and universal. 

AVC does not feel that there should be a too sudden termination of the 
housing loan guaranties since there is much evidence that many World War II 
veterans find need of the program. The increased requests for loan guaranties 
during 1955 is clear evidence of this fact. 

Although it is now 10 years after the end of the war, many World War II 
veterans have been attending schoo] and establishing themselves in «a job, 
having a family, and are just now arriving at that position in life where they 
feel able to take on the burden of a home. 

Nonetheless, there must be a cutoff date on the housing program. As it was 
originally established it was a part of a readjustment program. If it is carried 
on indefinitely it will no longer be a readjustment program but rather a regular 
and continuing program of the nation benefiting only a special interest group. 
Veterans, following their period of readjustment, should not be considered as a 
class separate and apart but rather as citizens of the nation benefiting from 
the programs designed to aid all citizens. 

It is also true that veterans as a group, according to the studies conducted 
by the President’s Commission on Veterans’ Pensions, headed by Gen. Omar 
sradley, have a higher income than nonveterans of similar age groups. Thus 
there is less and less need for a special program for veterans. 

AVC is particularly concerned that any extension of the housing guaranties 
should protect the interest of the veterans. 

First, the expiration date of the program should be made clear to all eligible 
veterans and applications for loans should be accepted up to and including the 
final date. This may necessitate the VA processing some loans after the expira- 
tion date. This contingency should be taken into account in writing the law. 
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Secondly, the rights of minority veterans should be protected in any extension. 
Government figures available and recent studies of the veterans housing program 
show that Negro veterans are not benefiting in the same degree as white veterans. 
According to a report of the United States Census of 1950 on Residential Financ- 
ing, part I, chapter 3, there were at that time approximately 6 million mortgaged 
homes in the United States. Of these, 14.7 percent were VA insured. The figure 
for the white veteran in the South was 14.3. The figure for the Negro veteran 
in the South was 4.2 percent. 

The reasons for this serious disparity are many. One of the most important is 
the working of the prejudices of the South which limit the loan groups that 
will make loans available to the Negro veterans. Many Negro veterans have 
never been fully informed as to their rights under the GT bill. 

A study of southern newspapers will show that in the columns devoted to 
advertising homes for sale, many ads appear indicating GI loans for white homes, 
while in the columns listing Negro homes for sale there will seldom be any 
available tinder the veterans housing program. Negro veterans are buying homes 
in the South but they are being forced to purchase in the general housing market, 
paying high downpayments and receiving none of the protections of the GI bill. 

A recent trip by AVC’s national chairman through five Southern States re- 
vealed the fact that there has been little or no improvement in the GI housing 
program for Negroes since the 1950 study of the Census Bureau. In Washington 
and Sunflower Counties in Mississippi, Negro leaders interviewed by AVC’s 
chairman stated that not more than 15 out of the hundreds of Negro veterans in 
these counties had been able to obtain home loans. 


NATIONAL ASSOCIATION OF MUTUAL SAVINGS BANKS, 
New York, N. Y., June 18, 1956. 
Senator Hersert H. LEHMAN, 
Chairman, Subcommittee on Veterans’ Affairs, 
Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


My Dear Senator LEHMAN: I am vice president of the Bowery Savines Bank, 
and I am writing to you on behalf of the National Association of Mutual Savings 
Banks. The Bowery is a member of this association, and I am chairman of its 
committee on mortgage investments. 

The National Association of Mutual Savings Banks represents the muttal sav- 
ines banks of the entire country. These institutions are operated solely for the 
benefit of their depositors, with all their assets belonging to their depositors. 
They are 527 in number, operating in 17 States, primarily located in the New 
England States, New York, New Jersey. Pennsylvania, and Maryland. As of 
April 30, 1956, they had total deposits of $28,739 million, and assets of 332,077 
million. The mortgage investments of mutual savings banks, amounting to well 
in excess of $18 billion or 56.3 percent of their assets, are comprised of loans 
made in every State in the country, Puerto Rico, and Alaska. 

During the entire course of the veterans’ home loan guaranty program, the 
mutual savings banks have been its constant supporters. This association 
worked closely with the Veterans’ Administration in the early days of this pro- 
gram in an effort to iron out many of the initial impediments, and the savings 
banks are very large holders of GI guaranteed and insured mortgages. 

The savines banks were in sympathy with the congressional purpose of giving 
the World War II veterans a real opportunity to purchase homes. as one of the 
means of their adjustment from military service to civilian life. The GI guaryn- 
teed lean program has served an admirable purpose, and has served it well. The 
thousands of veterans who have availed themselves of this credit opportunity 
to establish homes for themselves and their families have in the main proven to 
be evrcellent credit risks. 

It is our understanding that you now have before your subcommittee for con- 
sideration several bills aimed at extending the veterans’ loans guaranty program 
for World War II veterans beyond its current expiration date of July 25, 1957. 
Our association believes that Congress should look toward the termination of 
this program in the belief that it has served its purpose and that the now well- 
established veterans of World War IT should be placed upon the same basis as 
citizens of comparable situations. Nevertheless, we appreciate that an abrupt 
termination of the program may work some hardship among World War IT 
veterans who have delayed taking advantage of their loan guaranty rights, and 
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may cause some degree of disruption in the mortgage market and the building 
industry. For these reasons, we believe that a short extension of this program, 
not in excess of 3 years, may be justified. We would also strongly urge that your 
committee give favorable consideration to the advisability of granting such ex- 
tensions on a tapering off basis so that these benefits may automatically expire 
at specified periods for groups of veterans, based upon their length of service. 

We further believe that any extension of the program that Congress may see 
fit to enact should be accompanied by widely disseminated warning to the in- 
terested Government officials, the World War Il veterans, the building industry 
and the home-lending industry that the program is to terminate at the new date 
set by Congress. 

It would be greatly appreciated if you would make this letter a part of the 
record in your current hearings on this subject. As this letter will represent 
this association’s only statement on the subject, we have taken the liberty of 
reproducing it for mailing to all of the members of the Committee on Labor and 
Public Welfare. 

We want to thank you and your fellow members of the committee for your 
consideration of these views. 


Yours very truly, 


Harry Hep, 
Chairman, Committee on Mortgage Investments. 


STATEMENT OF GEORGE C. JOHNSON, PRESIDENT, THe DIME SAVINGS BANK OF 
BROOKLYN 


Unless provision is made, before the Congress begins its recess, for extension 
of the home loan guaranty program for veterans of World War IL beyond its 
expiration date of July 25, 1957, hundreds of millions of dollars’ worth of planned 
home construction must be abandoned, thousands of veterans will be denied home 
ownership, and the building industry—second largest industry in the Nation— 
will suffer a paralyzing blow, with a resoulting serious setback to the American 
economy. 

The reason is this: 

Under the home loan provisions of the Servicemen’s Readjustment Act of 
1944, all transactions as they apply to veterans of World War II must be finally 
completed before July 25, 1957. 

In thousands of cases, such completion is impossible. 

The situation is particularly acute in the New York and northeastern area of 
the United States. It is in these areas where exist the heavy preponderance 
of prime mortgage lenders—lenders which make mortgage loans only for their 
own account. They do not use any device such as “warehousing” of loans; nor 
do they sell any Veterans’ Administration loans to other lenders. Mortgage 
lenders in this category are termed by the VA “automatic lenders.” 

This means that under procedures established by the Veterans’ Administration 
in VA Bulletin TB 4A-16 in November 1947, “automatic lenders” are permitted 
to allow veteran home purchasers to move into their houses and close the loans 
in escrow prior to completion of certain off-site work, such as paving, sidewalks, 
curbs, and other items subject to weather conditions. 

Under this procedure (which has been followed for nearly 9 years) after the 
veteran takes possession of his new home, the lender files with the Veterans’ 
Administration all documents in connection with each loan, and in return re- 
ceives what is termed a “certificate of commitment.” This is an expression by 
the Administrator of his intention to guarantee the mortgage loan when evidence 
is provided that all work is finished. 

However, this “certificate of commitment” does not have statutory effect. It 
is not until the formal guaranty is received by the lender that the transaction 
is complete. 

Because of the many factors and technicalities involved, approximately 1 year 
must pass between the time a lender makes a mortgage commitment until the 
point of closing is reached. 

After this closing in escrow, another 6 months are often needed to complete 
the exterior work which has been delayed by weather—work, which, in most 
cases, is prohibited by local building authorities during adverse weather 
conditions. 








58 VETERANS LOAN GUARANTY PROGRAM 


This 18-month gap between time of mortgage commitment and the time of 
finally completing the transaction to the point of receiving the VA loan guaranty, 
is why it is absolutely necessary to extend the veterans home loan guaranty 
program for at least 1 year beyond its expiration date of July 25, 1957—and 
provision made for orderly transition of the program into the Federal Housing 
Administration. 

Unless prompt action is taken by the Congress in this connection, it is obvious 
that all those classified as “automatic lenders” under VA Bulletin TB 4A-16 
must immediately—within the next few weeks—review their mortgage commit- 
ments for the purpose of cutting back all committed loans which cannot be 
finally processed before July 25, 1957. 

I can assure you that this would be an extremely sharp cutback, and it would 
instantly prevent thousands of veterans throughout the Nation from buying 
homes on VA terms, even though the act has not expired. The VA itself has 
indicated that it will cease accepting home loan applications early next January. 

In the case of the Dime Savings Bank of Brooklyn alone—and we are only 
one lender—such cutbacks would involve some $136 million in commitments and 
affect the construction of 13,500 new homes. Of these, we have outstanding 
construction loans on more than 6,000 dwelling units, and of those, more than 
4,000 have been purchased by veterans. 

Furthermore, the prime mortgage lenders, of which we are only one, are 
the chief supporters of the $600 million annual building volume on Long Island. 
Veterans comprise approximately 70 percent of that market. 

I heartily agree with the theory that benefits under the Servicemen’s Read- 
justment Act should not continue indefinitely. 

However, I do respectfully urge that home loan provisions in the act be ex- 
tended for a minimum of 1 year and an immediate study begun to develop a 
substitute and machinery set up for an orderly transition into the Federal 
Housing Administration of the Government’s entire housing program, so far as 
it affects private industry. Unless this is done promptly, a serious setback will 
be suffered by the building industry, which is so vital to our economy. 

It is quite true that the Servicemen’s Readjustment Act was originally con- 
ceived as a rehabilitation measure, and it has been invaluable in attaining that 
objective. 

However, the veterans home loan program has long since emerged from its 
status as a rehabilitation measure. That phase of the law now carries an 
enormous economic impact and is one of the strongest elements in the American 
economy. 

Although only 4,350,000 home loans to veterans have been made, these have 
resulted in more than $35 billion in construction—an extremely powerful factor 
in providing jobs and prosperity for millions of Americans in every section of 
the country. 

Furthermore, it is estimated that 11 million World War II veterans have not 
used their home loan entitlements, but figures from the Veterans’ Administration 
show that increasing numbers of veterans are using these home loan privileges. 
Approximately 300,000 additional veterans exercise their entitlements ®ach year. 

In view of all the foregoing facts, I respectfully urge with all the emphasis 
at my command that you seriously and thoughtfully consider the extension of 
the home loan provisions of the Servicemen’s Readjustment Act for at least 1 
year, and provide for orderly transition into the Federal Housing Administra- 
tion of the Government’s entire housing program, so far as it affects private 
industry. 


Senator Lenman. I wish at this point to read one or two para- 
graphs from the letter from the Dime Savings Bank because I think 
they underscore why speed is important in acting on the matter of 
the extension of this program. 


Unless prompt action is taken by the Congress in this connection, it is obvious 
that all those classified as “automatic lenders.” * * * must immediately—within 
the next few weeks—review their mortgage commitments for the purpose of 
cutting back all committed loans which cannot be finally processed before 
July 25, 1957. 

I can assure you that this would be an extremely sharp cutback, and it would 
instantly prevent thousands of veterans throughout the Nation from buying 
homes on VA terms, even though the act has not expired. The VA itself has 
indicated that it will cease accepting home loan applications early next January. 
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In the case of the Dime Savings Bank of Brooklyn alone—and we are only 
one lender—such cutbacks would involve some $136 milion in commitments and 
affect the construction of 13,500 new homes. 

The next witness is Mr. George S. Goodyear, first vice president, 
National Association of Home Builders. 

Mr. Goopyrar. How do you do, Senator ¢ 

Senator Lemwan. You have somebody with you‘ 

Mr. Goopyrar. Yes, sir. 

Senator Leuman. Will you identify yourself and who is with you ¢ 


STATEMENT OF GEORGE S. GOODYEAR, FIRST VICE PRESIDENT, 
NATIONAL ASSOCIATION OF HOME BUILDERS; ACCOMPANIED BY 


HERBERT S. COLTON, GENERAL COUNSEL, NATIONAL ASSOCIA- 
TION OF HOME BUILDERS 


Mr. Goopyrar. My name is George 8S. Goodyear, and I am an active 
home builder of Charlotte, N.C. I have with me Herbert S. Colton, 
the general counsel of the National Association of Hlome Builders. 

As first vice president and chairman of the division of governmental 
affairs of the National Association of Home Builders, I have been 
requested to present to you the views of that organization with respect 
to home loan guaranty privileges of World War II veterans which 
expire July 25, 1957. 

As you may know, the National Association of Home Builders is 
the trade association of the homebuilding industry. It has a member 
ship of 37,000 grouped in 260 affiliated local associations in practically 
every metropolitan area of the United States. It is the sole spokes- 
man for the organized homebwilding industry. Policy of our organi- 
zation is determined by its board of directors of 464 men which meets 
3 times a year. 

To us in the homebuilding industry, to allow this program to expire 
in July 1957 would be unthinkable for two reasons: (1) Large num- 
bers of World War II veterans, just now becoming able to buy a home, 
would be deprived of the benefits of the loan guaranty program, and 
(2) abrupt termination of the program would be a severe shock to our 
industry and to the Nation’s economy. 

As of the beginning of this year, 4,060,000 World War IT veterans 
had taken advantage of the GI bill to buy homes with loans guaran- 
teed by the Veterans’ Administration. Between now and July 25, 
1957, when this privilege expires for World War IT veterans, we eal- 
culate that this number will be increased by 400,000. As of July 25, 
1957 (the date of expiration) there will be some 714 million veterans 
in the homebuying range who will not have yet used their GI Joan privi- 
leges. Some of these, of course, have bought homes otherwise financed. 

Senator Lenman. May I interrupt you / 

Mr. Goopyear. Yes, sir. 

Senator Lenman. I did not quite understand part of your state- 
ment. Yousay: 


As of July 25, 1957, there will be some 744 million veterans in the homebuying 
range who will not have yet used their GI loan privileges. 


Now, the figures that we have had from many sources are that 
£500,000 veterans have availed themselves of the privilege, and about 
10,500,000 to 11 million have not. 
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Now, I imagine that you can explain it through the use of the term 
“homebuying range.” 

Mr. Goopygar. That is correct. 

Senator Lenman. But that is not clear to me, and I do not think 
it will be clear to my colleagues when they read the record. 

Mr. Goopyrrar. Some of these have bought homes that have been 
financed in other methods. They have not used their GI privilege, 
but have bought homes and have used other types of financing. 

Senator LeHmMan. You mean, more expensive homes ! 

Mr. Goopyrar. Well, they could have bought under FHA or con- 
ventional financing and not used their GI privilege at all. 

Senator Lenman. How do you arrive at this figure of 7,500,000 ? 
That isso much lower than anything we have had. 

Mr. Goopyrar. That is the ones under 35; veterans under 35 years 
of age in the present buying range. 

Senator Lenman. All right, you may proceed. 

Mr. Goopyrar. According to the Veterans’ Administration surveys, 
the median age of the veteran using his entitlement has steadily risen 
from 29 years in 1946 to 33.6 years in 1955. The presumption, there- 
fore, is that a great number of those presently in the 30-35 age group 
would use their entitlement within the next few years. Ata conserva- 
tive estimate of 1 of every 5 potentially eligible veteran homebuyers, 
the indications are that well over a million World War II veterans 
would use their loan-guaranty privilege by 1960. 

Since 1951, the program has been increasingly useful to veterans. 
In 1951, only 1 out of every 7 homes started was under the VA pro- 
gram. In 1955, this proportion had risen to nearly 1 in every 3, as 
shown by the attached table VI. To terminate the program now 
would be to cut it off at its time of greatest use. 

But perhaps even more important than total volume, GI financing 
is concentrated in the lower- and middle-priced field. It helps the 
man of modest means who most needs (and deserves) assistance. In 
1955, the average veteran using his GI loan benefits paid for his home 
$1,224 less than the average paid for all homes. As reported by VA, 
the typical VA house sold at $12,476 compared with $13,700 reported 
for all houses by the Bureau of Labor Statistics (which latter figure 
is, of course, lower than it would be were GI homes excluded). 

In 1955, for example, new GI-financed housing accounted for over 
$4 billion of our national product. We calculate that it provided 
over 400,000 man-years of on-site employment and indirectly at least 
an equivalent amount of off-site employment. Obviously, a program 
which involves such a large part of total home financing in this country 
could not expire without a severe economic impact. Currently, with 
new home construction sharply lowered in the last year, elimination of 
such a market factor would have serious consequences not only to home 
building but to the Nation’s overall economy. This year’s production 
of around 1,100,000 units (already down from 1,330,000) could drop 
another 200,000 to 300,000 in 1957. 

I would like to call to your attention section 10 of H. R. 9260. 
There seems to be an impression in some quarters that this provision 
effectively extends the July 1957 expiration date and obviates the 
need for any further legislation. 

This is definitely not so. 
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The law presently provides that a house must be sold; the loan to 
the purchaser closed; and the loan submitted to, and guaranteed by 
VA prior to July 25, 1957. The amendment in H. R. 9260 merely 
provides that any home loan may be guaranteed within 1 year after 
July 25, 1957, provided it is the subject of a sales contract to a veteran 
who himself has applied to the Veterans’ Administration for approval 
of a loan prior to that date. 

This is helpful only to a veteran buying an existing house or to those 
few who contract for a custom-built house to be built to order. It 
would help not more than 20 percent of new construction for veterans. 

This is so because in today’s homebuilding economy, the overwhelm- 
ing majority of new homes are not custom built. Eighty percent are 
produced by merchant builders. There is nothing in H. R. 9260 which 
extends the deadline date for the guaranty of loans to purchasers from 
such operative builders unless the house is actually sold prior to July 
25, 1957, and the purchaser has made application to the VA. Not- 
withstanding the provisions of H. R. 9260, the great mass of new homes 
must be planned, financed, built, and sold before July 25, 1957, to be 
eligible for GI financing for World War II veterans unless the Con- 
gress provides additional time in the form of a flat extension of the 
July 1957 deadline date. 

A builder must know before he starts whether or not the homes 
which he will produce can be marketed under GI financing. Recog- 
nizing this, for the past 10 years the VA has issued to builders a so- 
called master certificate of reasonable value. This is, in effect, a con- 
ditional commitment which indicates that the homes covered by the 
master certificate are acceptable to the Veterans’ Administration and 
that, when built, loans in the specified amounts will be guaranteed by 
VA upon application of an eligible veteran purchaser of satisfactory 
credit. 

If the July 1957 date is not extended, a builder receiving a master 
certificate of reasonable value from the Veterans’ Administration later 
than September 1 of this year would be taking a desperate chance that 
his homes when built could not be sold to a large part of the potential 
market. 

Lenders, of course, are fully aware of this. If the Congress ad- 
journs without extending the loan-guaranty program for World War 
II veterans, lenders will know that the chances are against the sale 
to a veteran occurring sufficiently in advance of next July 25 to 
permit his application to be processed by the lender and submitted 
to VA by that date. The lender must therefore limit his lending to 
those homes which can be marketed even without the benefits of the 
GI bill. Consequently, builders will soon be forced to curtail or 
abandon their projects, particularly those intended for families of 
modest income. 

To prevent this possibility, builders must know within the next 
month or two what will happen to the GI loan-guaranty program. 
Builders cannot plan their projects for next year unless Congress takes 
action before adjournment this year. As you know, at least 9 months 
to a year (and usually longer) are required from inception to com- 
pletion of a builder’s project. Land must be developed, plans drawn, 
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financing obtained, and a certificate of reasonable value obtained from 
Veterans’ Administration before construction can commence. 

Home builders recognize that consideration should be given to ter- 
mination of the guaranty of loans for World War II veterans some- 
time within the next few years. We believe, however, that this pro- 
gram should not be ended without some kind of counterbalancing 
method of financing which would provide a gradual “conversion 
device.” With this in mind, we have supported the suggestion that a 
single mortgage-financing system be provided for veterans and non- 
veterans alike with downpayment requirements falling somewhere 
between the present FHA requirements and the VA no downpayment. 

Even assuming that such legislation could be enacted in the next few 
weeks, it would be highly dangerous to the economy and highly unfair 
to potential veteran purchasers were the July 1957 expiration date not 
extended for a sufficient period to permit a gradual tapering off of GI 
loan activity and a gradual and easy conversion to such a new system. 
We respectfully urge that this committee provide, in addition to sec- 
tion 10 of H. R. 9260, a flat extension of the program sufficiently be- 
yond July 25, 1957, to permit enactment of an appropriately revised 
downpayment schedule in the FHA program and to permit appro- 
priate development within the FHA of regulations and operating pro- 
cedures necessary to make such a program effective. 

It has been the experience with all such new programs that a period 
of not less than 1 year after the passage of legislation is required for 
that purpose. The GI bill should not be allowed to expire pending 
development of such a program. 

Whether an extension should be for 3 years, as provided in S. 302 
and other bills, will of course be for the Congress to determine. We 
urge that it be at least long enough to permit careful consideration of 
FHA legislation to cushion the shock of its termination. 

(The tables attached to Mr. Goodyear’s statement are as follows:) 


EXPLANATION OF ATTACHED TABLES 


The following tables illustrate some of the basic information that should be tak- 
en into consideration in connection with extension of the VA home-loans-guaranty 
program: 

Table I shows the total number of home loans closed for 75 metropolitan areas 
in the 10-year period, 1944-54, and the percent of home loans to the veteran 
population in those areas. 

Table II shows that veterans have been more prone to exercise their rights in 
the larger metropolitan areas rather than in outlying rural areas or smaller 
towns. 

Table III shows that many veterans who have obtained home loans still have 
remaining substantial portions of their entitlement; at least 90 percent of veter- 
ans, particularly those with guaranties issued prior to August 1954, have some 
entitlement left. 


Table IV shows by age groups the number of veterans who have not exercised 
their veterans benefits. 

Table V shows the median age of veterans and emphasizes a large number 
under 29 years, well below the average home-buying age which VA indicates is 
32 years old and who have not yet arrived at a point where they need to become 
homeowners. 

Table VI shows clearly that in recent years the VA program has become more 
and more important for veterans and for the home-building economy to a point 
where it is one of the really significant basic supports in our economy. 


| 
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TaBLe I.—VA-guaranteed home loans in 75 metropolitan areas, 1954-55 





See footnotes at end of table. 





Estimated (Total number 
veteran of home Percent of 
population | loans closed home loans 
Standard metropolitan area October 1953 | 1944 through to VA 
(World December population 
j War II and 19h4 ? 
i Korea)! 
Akron, Ohio 7 , a 55, 030 14, 967 7.2 
Albany, N. Y ae ceceneas . #2, 780 15, 180 4.2 
Albuquerque, N. Mex. . 20, 900 9, 535 45. 6 
Allentown, Pa s ‘ pte nthinodiis 50, 100 10, 688 | 21.3 
Atlanta, Ga .....- - wa neesncen---seveese- 81, 780 31, 853 a8 9 
Augusta, Ga_-. ‘ secoaing 20, 000 6, 853 4.3 
Austin, Tex a ilibetia , haciac< 20, 540 5, 439 26.5 
Baltimore, Md ’ : 57, 490 52, 398 33.3 
Baton Rouge, La- - . oa : 19, 700 6, 732 4.2 
Beaumont-Port Arthur, Tex_. . 24, 310 6, 806 28.4 
i Birmingham, Ala__- ae ‘ ; ; 63, 510 17, 987 28.2 
Boston, Mass --.-- : ; : 349, 280 119, 339 H.2 
Bridgeport, Conn : kaiwd - ‘ 62, 900 13, 302 21.1 
Buffalo, N. Y bi wis ongeonedone 27, 730 42, 990 33.7 
: Charlotte, N. C....----- —_ ‘ aeptneiih ene | 22, 230 7, 732 M8 
3 Chicago, Il ee : ; 677, 830 77, 738 11.5 
Cincinnati, Ohio... .-.--..-.---- SUndhbve stele ibe ae 102, 160 15, 725 15 4 
5 CWT SHRI 5 sesh co cecucaccscclusee ded dada oie ; 179, 920 38, 451 21.4 
: Columbus, Ohio ‘ : 60, 960 11, 274 18.5 
3 Corpus Christi, Tex- ------- o30.e dives Sawant 21, 400 8, 644 40.4 
Dallas, Tex Loewe : -eweten owl &3, 760 32, 433 38.7 
’ Dayton, Ohio.__...-..-- std ane eed Vombwaweued ewe i 52, 270 12, 406 23.7 
: Denver, Colo sc a ad endl - : 76, 430 26, 912 35. 2 
Detroit, Mich ea a en aaa ohana 367, 770 99, 104 | 26.9 
BI savccnnes nacses = si 23, 020 6, 024 26. 2 
Flint, Mich. --........- reseteneann-aeese +e nnnn---- = 33, 780 6, 338 18.8 
9 NN i rll cl nen aedinaed ae ae 45, 800 15, 075 | 32.9 
Fresno, Calif gl een OUR oe aS? i 32, 340 7, 544 | 23.3 
Grand Rapids, (| SINR One anne ae 33, 820 5, 559 16.4 
Hartford, Conn_--_-.---- ‘ aniston wail 65, 500 15, 242 | 23.3 
pS, UE bre ico oie iain - 111, 800 53, 284 47.6 
Indianapolis, Ind---.-..----- jean : deca 68, 500 13, 960 2.4 
Jacksonville, Fla____- : AL don taebeese ; 37, 440 16, 490 44.0 
Kansas City, Kans.- Me... -. Dosw he shieenes aceihie ee 102, 570 32, 818 32.0 
I eg acti Bnnnnan bkaaanonmbecninatns 40, 290 6, 670 16. 6 
RE RI ci ncngcackbnhloss > cunkisiidinee ad Mibidaren dt 547, 700 217, 948 39.8 
I eee sal incase feaaraers pmaseeonl 68, 070 14, 443 21.2 
al nciciehcdeanbdticindliba ctinnn wismeicisutaimihamaianees pieeeiesil 55, 400 25, 165 45.4 
EE on wakdncospockusukasiumaue : ca 67, 660 31, 336 46.3 
Milwaukee, on ice hei iss ah elisha ace abapene aedeagal 100, 640 | 17, 005 16.9 
Minneapolis-St. Paul, Minn.....-.__-- cue siaegeainiinickia ae Gnaioekt 144, 880 48, 197 33.3 
Sa ey re insane alien sea a 23, 800 4, 255 17.9 
EE BAIN cc genic Ua geek ab ni dkishcbdet gin ane dani Ses val 37, 920 14, 829 | 39.1 
oe a ae eS eae © ee cee ‘ 79, 320 17, 062 21.5 
New York, N. Y_..-_-- praised nie dtld sibiieltheesnalid caine 1, 556, 650 342, 080 | 21.8 
IT Bi tenls mck seston needs | alban lashings baat -| 49, 570 9, 472 | 19.1 
Oklahoma EE y SPER scccccenensn ae enssesodieede i 44, 800 32, 374 | 72.3 
Omaha, Nebr-. hainon gaan a pineinh omnnieeni so ntiwe einige 42, 200 | 10, 742 | 25.5 
NS whist ck nn tee Aaa ekilnaadeteon patience aenaeal 13, 400 3, 821 28.5 
SI, Sold ett ch cwesn die niiemon S dideccmaieaiell ] 443, 630 | 141, 553 3L.9 
UES Se Cobb cnc dap iditnstn awe bebwecuines 37, 000 8, 379 22.6 
a. ee ee eenet Delile cnke daibembieiilinn wa pets al 292, 930 | 50, 749 | 17.3 
SE, SE Re. en caiemann nes soa cncirack on celibate ini 85, 190 13, 576 | 15.9 
EE TE Bi bcccondebecwnmes Gipeicwwiedina ne taiaekinens 2 90, 730 14, 682 16.2 
cc ots oko aaleeonm wae seen anoeres .| 38, 700 13, 700 | 35.4 
Rochester, N. Y.------- i: iin asi lip tc aati ammitl 56, 000 22, 395 | 40.0 
RE 8 os 0G ho Senin cnn dewekns dnadiebadienn 38, 350 | 16, 197 | 2.2 
Oy Se eee eee jie Caaiinkdeh eulaebes | 188, 780 32, 006 17.0 
Salt Lake City, Utah. ..-........- aN ae a Le cae 35, 010 8, 670 | 24.8 
Set IE TN ek suadeeouwes 55, 880 | 21, 038 | 37.6 
ee ty Re TREE TEESE ee ee ee ee ee er | 34, 000 13, 969 | 41.0 
I ce cinched RAE lle epee cadres alates. 72, 330 | 20, 450 | 28.3 
PE SG, SIS Sik natetinn cokiencgaediodbacpadaeinase nein. | 288, 450 | 102, 696 | 35.6 
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TasLe I.—VA-guaranteed home loans in 75 metropolitan areas, 1944-54—Con. 










Estimated |Total number 
veteran of home Percent of 
population | loans closed | home loans 
Standard metropolitan area October 1953 | 1944 through to VA 
(World December population 
War II and 19542 
Korea)! 
I A nin nertecsin ucleinicta a mammitin amend adsbaiiaeinb els 40, 000 21,013 52.5 
eR cde hk 2s REE deere cee 85, 830 33, 360 38.9 
SND. WE fateh ann apdbuianaee pce Aeinabcetanianailnicemaie 22, 530 7, 274 32.3 
SGI CIA Bina. inc ce As cate eenbenasdiedeascoede 57, 600 18, 650 32.4 
I EI, O08 Sls cna kiddie Hn hbecancanperndinnseteeeetnen 22, 750 6, 059 26.6 
I Ie I AP icine Ainge ciireg treed enennelinaiadnteceaeiee estan 40, 300 16, 217 40.2 
to hg RO Se a ea eee 33, 200 14, 400 43.4 
co BE a a ae 46, 890 10, 465 22.3 
een: Gee. 5 Soon ds nce. cnc incl 49, 260 10, 647 21.6 
Washington, D. C_.........-.-.-- 196, 070 53, 078 27.1 
eee, Sa kon eds 8 32, 900 - 18, 447 56.0 
De, BUR. A nbd cnt reas 67, 390 13, 744 20.4 
oak SE sk Ce ee | 8, 639, 350 2, 355, 637 27.3 
NR RD oc cide tininnee Dekker bememieen wen 17, 005, 000 3, 607, 101 21.2 





i The veteran eeten estimates by counties are based on the 1950 census adjusted to prevailing condi- 


tions in the second 
fully migratory trends in fast expanding areas. 


alf of 1953. Some of the estimates may appear conservative due to difficulty to appraise 


2 As of the end of 1954, most of VA home loans closed were for World War II veterans. The share of 
Korean vi terans was nominal, but it was increasing steadily in relative importance, less than 4 percent of 


loans closed through 1954, but about 25 percent of those guaranteed in 1954. 


Sources: Loan Guaranty Section and Reports and Statistics Service of the VA. 


Tas_e II1.—Veteran participation in VA loan program in metropolitan and non- 
metropolitan counties (cumulative as of end of December 1955) 


| | | | 








istimated 
Number} veteran Total 
of coun- | population! number 
ties December loans 
1955 made 
All United States counties___._._-_.......-- 3,074 | 18, 894,000 | 4, 623, 716 
Metropolitan counties !______.._.....-_----- 282 | 11, 761, 500 | 3, 519, 257 
Nonmetropolitan counties, medium size ?-_- 148 1,281,000 | 288, 908 
Nonmetropolitan counties, small ?__-______- 2,644 | 5,851, 500 815, 551 
Small nonmetropolitan counties which are | é | 
wholly eligible, by veteran population | 
size groups: } | 
NSS Os 45 371, 200 | 7, 256 | 
I ie ea a rerannbuanah 284 1, 199, 400 142, 721 
IRI cae I oe wth 959 1, 930, 300 201, 711 
RP i rdtns wainncdcademrdawetekiok 1,018 750, 900 63, 827 




















| Loans made 
as percent | Estimated 
of veteran | number of 
population veterans 
guaranteed | who have 
loans not used 
entitle- 
ment 
Home | Direct 
loans | loans 
22.5 0.4 | 14, 270, 300 
28.3 .i 8, 242, 200 
20.9 992, 100 
11.0 1.1) 5,036,000 
10.8 1.3 323, 900 
9.1 15 1, 056, 700 
6.9 1.4 | 1,728,600 
4.4 1.5 687, 000 





1 Metropolian counties, as classified by Bureau of Census. 


2? Nonmetropolitan counties where 1950 population of largest city was between 25,000 and 50,000. 
8’ Nonmetropolitan counties where 1950 population of largest city was less than 25,000. 


Taste IlI.—Percent of entitlement used and remaining for VA home loans 


(cumulative through August 1954) 
{Number of loans: Total, 3,703,000; home, 3,420,000] 











Amount of entitlement used Percent Entitlement 
remaining 
I ot ee Raden een greece sauce meeiiee mame nese aaa 18 | $5,500 or more. 
Id banicen baw danccvecanboie bb ebunsidthakviosbeecwsiatcbaa 48 | $5,500 to $3,500. 
eR hii deictin ad nbaneincncinltdndh > pb eidbeht bee dtiee-nemesenatd 22 | $3,500 to $1,500. 
I ee i ibnieabn ietknmnbamagkasts 12 | $1,500 or less. 
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TaBLeE IV.—Use of home loan guaranty by veterans with World War II service 


Have used entitlement | Have not used entitle 


ment 
Age Total ea 7 ye 

j Number Percent Number Percent 
25 years and under - siilicitiatinasiaiahaninie 65 7 10.7 58 a9 3 
. 2 | jee bbs pheee io 1, 888 | 408 21.6 1, 480 73.4 
NN a eee a ‘eiieelnciniitacal a 4, 765 | 1, 322 27.8 3. 443 72.2 
ell act cise aed : 3, 902 | 1, 187 30.4 2.715 09.6 
SRGRTE dk i cahowhidbibetindion a cache Se a | 2, 066 533 25. 8 1, 533 74.2 
0 EE no chanocennepecnsbecsseorsres 1, 862 325 17.5 1, 537 82 5 

s ishiilahemataliengylbtetinimcansinssgeiil oe ote ™ ie 
AS... s ‘ath eeninliidenend 14, 548 8,782 26. 0 10. 766 74.0 
DER 000 CT DE, ccccictsvactyenddennndatioks 35 35.7 





TABLE V.—Median age of World War II veterans who have used their entitlement 
for home loans by year of loan origination 


Total of Median agi 


Year of loan origination all ages end of year 

(thousands) loan made 
NO ce etalnnddshs 20 29.3 
1946 389 70.0 
1947. 506 24 
1948__. : ‘ ‘ ; 329 30.0 
1949___ wats ceed diabehlscee bie + 252 30.3 
1950 das een : 469 30. 5 
1951 aces e dents 439 31.1 
We ocee. sted ; : 292 31.4 
ahi idchiaiatiasapiaseckeakans ; ‘ : J aianecliaeeli 278 32.0 
332 | 32.7 
les eee eae eet 176 3.6 


Tasty VI.—Total private housing starts and starts under VA as percent of 
srnuare starts 





| Number of home loans closed 
| Total pm | (In thousands) 
| 


| 
VA starts 


Year | starts (In Ee es ik ae 
thousands) 
Total New Existing 
ia | “ane SEE OPES ee, ee 
Percent | Thousands 
eh 892. 2 14.6 148.7 447.3 236. 4 122.8 
ee hhtin cine ate 939. 1 13. 2 141.3 306. 4 | 192. 2 109. 4 
Pett sickoSeneona*s 932. 8 14.7 156. 6 322. 0 202. 8 115.4 
We inndlasencs.. 1,077.3 25. 5 307. 0 410.7 | 243. 1 164. 1 
Bie-dhsinieaesh 1, 190. 2 30.0 392. 8 649. 4 | 387. 6 | 255. 5 


Senator Lenman. Let me ask you this. How many builders belong 
to your association ? 

Mr. Goopyxar. 37,000 individual members. And we are grouped in 
260 local affiliated associations throughout the Nation. 

Senator Lenman. If the GI program were to lapse in July 1957, 
have you any idea how many of these builders would be affected 
adversely ? 

Mr. Goopyear. Well, it would be a very hard guess. I think they 
would all be affected in some manner. But I think approximately 58 
percent of our membership built exclusively for GI’s, built in that 
price range that can be sold to GI’s. However, I would like to say that 
if we lost 300,000 units per year in houses not built as a result of the 
GI bill not being extended, we estimate roughly that we would lose 
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300-man-years of on-site employment, not to mention the off-site em- 
ployment, such as in the brick factories, lumber yards, and so on. 

That, of course, would affect purchaser of houses who would not 
ordinarily buy under the GT bill. 

Senator Lenman. How long does it take from the time you have 
favorable action on an application to prepare the plans and to do 
the construction work until the building can be occupied ? 

Mr. Goopyear. Well, from the inception to completion of a project, 
which means that land must be developed, the plans drawn, financing 
obtained, and a certificate of sabes value obtained, it is about 
9 months from beginning to end, at least 9 months, sometimes longer. 
But that would be about the minimum. 

Senator Leuman. Do you feel that if these 300,000 units were cut 
off because of the expiration of the time limit of the bill that it would 
affect certain areas more than other areas, or would that be pretty 
generally divided throughout the country ? 

Mr. Goopyear. On table 1 which we have appended to our state- 
ment there are some figures that show exactly what the effect would 
be in certain selected areas, metropolitan areas, Senator. 

For instance, look at Miami, Fla. The estimated veteran popula- 
tion in October 1953 was 67,000. The total number of GI loans closed 
through 1954 in that year was 31,000, which is about 46 percent of the 
total veteran population that have used their entitlement. 

Senator Lenman. That compares with only 1114 percent in Chicago. 

Mr. Goopyear. That is right. 

Senator Leuman. How do you account for that? 

Mr. Goopyzar. Well, in Chicago the financing vehicles used there 
have customarily been conventional financing through savings and 
loan associations, and their downpayments are considerably higher, 
they seem to have a large income factor there, and GI loans have gen- 
erally not been available in Chicago to the same extent as they have 
in other large metropolitan areas. 

Senator Lenman. Would the whole industry be seriously affected 
between now and January 1 if this were not extended, the time limit 
were not extended, or would there be a scramble, as has been pre- 
dicted, on the part of veterans to get their applications in? 

Mr. Goopyrar. No, I think there would be somewhat of a scramble 
to get their applications in. However, I think there would be a 
serious effect on our economy, because builders could not go out and 
buy land and start developing and obligate themselves for the building 
materials to start developments, they would have to shut down and 
wait. But I think it would cause quite a congestion in the VA offices 
around the country if they thought they had only 1 year of the bill 
to go. 

Senator Leuman. I thank you very much indeed. 

Mr. Goopyrar. Senator, I have with me two builders who in their 
individual capacities are very strongly in favor of the extension of 
the GI bill: Mr. Joseph L. Geeraert, from the Washington area, who 
has a prepared statement which he would like to submit for the 
record; and Mr. Milton Saper, from Long Island, N. Y., who is pre- 


pared to present a brief statement to the committee, if you will permit 
him to do so. 
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STATEMENT OF JOSEPH L. GEERAERT, BUILDER, WASHINGTON, D.C. 


Mr. Geerarrt. May I present this statement, or would you like 
me to read it ¢ 

Senator Lenman. If you wish to place it in the record you may do 
so 


(The statement of Joseph L. Geeraert is as follows :) 


STATEMENT OF JoSEPH L. GEERAERT, BUILDER, WASHINGTON, D. C., AND MONTGOMERY 
CouNTY 


Mr. Chairman and members of the committee, my name is J. L. Geeraert and 
T have been for a number of years an active home builder in the Metropolitan 
Washington, D. C., area. I am a member of the board of directors of the Home 
Builders Association of Metropolitan Washington and also vice president of 
the Suburban Maryland Home Builders Association. 

My construction over the past years has been almost exclusively in the lower 
priced home building field. Over the past 3 years the average cost of the sales 
price of houses I have sold has been $12,553. Of the 300 homes financed in the 
past 3 years by 1 lending institution, about 85 percent have been sold with 
financing under the VA home-loan guaranty program. A quick survey of my 
figures show that 264 homes were sold to GI's; 29 were sold with FHA financing, 
and 7 with conventional financing. 

Of the 264 homes sold under the GI program, the income of the veterans 
averaged $5,164, their age averaged 31 years, and their down payment aver- 
aged $506. About one-third of all these homes were sold with no down payment. 

Of the 29 houses sold with FHA financing, the income of buyers averaged 
$6,300. Their age averaged 26 and they paid an average down payment of 
$2,350. 

Of the 7 homes sold with conventional financing, the average income of the 
buyers was $8,019. Their age averaged 42 and their down payment averaged 
$2,476. 

Notwithstanding the fact that the GI financing aided persons of compara- 
tively modest income, there has been no appreciable difference in the payment 
records as between veteran and nonveteran buyers. In our subdivisions, Twin- 
Brook and Twin-Brook Forest, to the best of my knowledge there have been no 
foreclosures or defaults. These veteran home buyers, in my opinion, have done 
an outstanding job of enhancing the value of the subdivision and of their homes 
and of their mortgages through the efforts they have put into improving the 
homes which the GI bill gave them an opportunity to own. 

If the GI program is abruptly terminated next year for World War II 
veterans, as I understand the law now to read, I will be unable this fall to com- 
mence advanced planning on any sizable similar project for next year. I must 
drastically reduce the number of houses which I had planned to build. Already 
the uncertainty which now surrounds the extension of the GI bill has forced me 
to start preliminary work on a higher priced house in much smaller volume. 
On reviewing the records in my office just on the above-mentioned homes, I find 
that almost all of these buyers were World War II veterans and, in my opinion, 
if they had not had this program, the vast majority of them would have been 
unable to become homeowners and, without the program in the future, I feel 
for this segment of the population this will be the case. For this reason, I 
feel that this committee should give every consideration to an extension of the 
July 1957 expiration date for the VA home loan guaranty program. 

Thank you for this opportunity to present my views to your committee. 


Senator Lenman. Mr. Milton Saper. 


STATEMENT OF MILTON SAPER, BUILDER, LONG ISLAND, N. Y. 


Mr. Sarer. My name is Milton Saper. I am presently actively 
building in the New York-Long Island area. I am here speaking on 
behalf of the Long Island Home Builders Institute, an affilinted local 
association of the National Association of Home Builders. 
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In the postwar years Long Island builders have built over 400,000 
homes, which constituted a $4 billion contribution to the Nation’s 
economy. 

Speaking for Long Island Home Builders, I urge that the GI bene- 
fits for World War II veterans be extended beyond the statutory 
expiration date of July 1957. 

n this area we find that approximately 40 percent of our buyers are 
eligible under this program. If this program were terminated it 
would have disastrous effects on our local market. While it is true 
that some potential veteran customers might be able to obtain financ- 
ing otherwise, the average veteran home buyer is of modest income, 
and our best estimate is that the vast majority of veteran customers 
would drop out of the market if the GI bill were not available to 
them. 

The GI bill has enabled many tens of thousands of purchasers in 
our area to buy modest homes suited to their needs. These persons 
are good citizens and good credit risks under GI terms. Those of 
them who are now attaining the financial status that permits them to 
qualify as home buyers should not be deprived of an opportunity to 
own their own homes. At least 1 year before such date as the bill 
finally expires some workable finance device should be provided by 
the provision of FHA down payment schedules to provide material 
suitable to the modest-income families. 

The GI bill should be appropriately extended to permit this to be 
done. Thank you. 

Senator Leaman. Thank you very much. 

I am glad that you emphasized, as perhaps Mr. Geeraert did too, 
that these GI’s have been good credit risks. I think it is an amazing 
thing that after all these years only about 414 million has been lost. 
With the total responsiblity on the part of the Government of $35 
billion, only six one-hundredths of 1 percent of the total liability to 
the Government has been accountable in losses of $20 million. 

I think it is an amazing record, one that we can be very proud of. 

Thank you very much. 

Mr. Rouse, chairman of the legislative committee, Mortgage Bank- 
ers Association, has filed a statement, as I understand. 

(The statement of James W. Rouse, chairman, legislative com- 
mittee, Mortgage Bankers Association, is as follows :) 


STATEMENT OF JAMES W. Rouse, CHAIRMAN, LEGISLATIVE COMMITTEE, MORTGAGE 
BANKERS ASSOCIATION OF AMERICA 


My name is James W. Rouse, and I am president of the James W. Rouse & Co., 
Inc., of Baltimore, Md. I have for the past 2 years been chairman of the 
legislative committee of the Mortgage Bankers Association of America. I am 
also a member of the board of governors of that association. 

At a meeting of the board of governors of the association held in Atlanta, Ga., 
on April 7, 1956, the association adopted a policy statement on housing and 
housing finance legislation. This statement of policy covers many fields, includ- 
ing the proposal now before your committee to extend the benefits of the Service- 
men’s Readjustment Act of 1944, as amended, for veterans of World War II. 
That part of the policy statement which relates to this matter reads as follows: 

“(1) Extension of the Servicemen’s Readjustment Act of 1944, as amended.— 
Benefits under this act for veterans of World War II will expire on June 30, 1957. 
Of the eligible veterans it is estimated that about 10-11 million still have not 
utilized their rights under this program. While the association considers that 
an effort should be made over a long term to consolidate the VA loan-guaranty 
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program with the insuring operations of FHA, it is our belief that any such pro- 

posal can probably not be effectuated prior to the June 30, 1957, cutoff date, par- 

ticularly since the rights of veterans of the Korean war do not expire until 

January 31, 1965. 

“We, therefore, recommend a 3-year extension of the benefits available to World 
War II veterans ; and, in order to avoid the complications we foresee if the exten- 
sion is not enacted until 1957, we recommend that Congress enact the extension 
now. 

“(2) The VA loan program is one of the largest and most important programs 
operated by the Veterans’ Administration. The status of the program and its 
Director is wholly inappropriate for its importance to the Veterans’ Administra- 
tion and to the country. The loan-guaranty officers in the field do not report to 
the Director of the program and the Director operates without the benefit of his 
own counsel. It is important to give this effort the identity and stature which its 
operations require. It is recommended that the Director be made a Deputy 
Administrator of the Veterans’ Administration, responsible directly to the 
Administrator of Veterans’ Affairs for the administration of the loan-guaranty 
program. The loan-guaranty officers in the field should in turn report directly 
to him and he should be provided with his own counsel to advise him on the legal 
operations of the program. 

: “(3) Much progress has been made in ironing out discrepancies and areas of 
conflict between FHA and VA, but there are important instances where im- 
provement could be effected at a substantial benefit to veteran borrowers in the 
home-building industry. There is no justification for the duplication in process- 

: ing which is required when a builder does business with both the VA and the 

. FHA. These duplications add greatly to a builder’s cost and therefore to the 

cost of the house. They achieve no necessary or useful purpose. These two 

. agencies should be compelled to get together and develop a means to eliminate 

this cumbersome duplication in procedure.” 

The above is the official position of this association, which I would like to lay 
before your committee. I should like to make a few other comments in addition 
to this statement. 


Senator Lenman. Mr. John C. Williamson, director of the Division 
of Governmental Affairs, and secretary-counsel to the Realtors Wash- 
ington Committee, National Association of Real Estate Boards. 










































STATEMENT OF JOHN C. WILLIAMSON, DIRECTOR OF THE DIVISION 
OF GOVERNMENTAL AFFAIRS, AND SECRETARY-COUNSEL TO 
THE REALTORS WASHINGTON COMMITTEE, NATIONAL ASSOCIA- 
‘TION OF REAL ESTATE BOARDS 





Mr. Wiu1amson. Mr. Chairman, I would like to file a statement on 
behalf of John W. Bates, Jr., chairman of our Realtors Washington 
Committee, in favor of a 3-year extension of the GI home-loan pro- 
gram. 

(The statement of John W. Bates, Jr., Richmond, Va., chairman, 
Realtors Washington Committee, National Association of Real Estate 
Boards is as follows :) 


STATEMENT OF JOHN W. Bates, JR., RICHMOND, VA., CHAIRMAN, REALTORS’ 
WASHINGTON COMMITTEE, NATIONAL ASSOCIATION OF REAL ESTATE BOARDS 





Mr. Chairman and members of the subcommittee, my name is John W. Bates, 
Jr., of Richmond, Va. I am engaged in the general real estate business and I am 
here in my capacity as chairman of the Realtors’ Washington Committee of the 
National Association of Real Estate Boards, which is an organization consisting 
of approximately 57,000 realtors who are members of more than 1,200 real estate 
boards, representing every State in the Union. Our association is the largest 
real estate organization in the United States. 

On March 21, 1956, the Realtors’ Washington Committee convened in Wash- 
ington, D. C., and adopted a resolution urging that the Congress extend the 
veterans’ home-loan program for 3 years beyond its present July 25, 1957 ter- 
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mination date. This resolution was subsequently approved by the executive \ 
committee of the National Association of Real Estate Boards. wit 
The veterans’ home-loan program in the relatively short period of its existence Mo 
has made a tremendous contribution to the concept of home ownership in this ext 
country. We have gone from a nation of 44 percent homeowners in 1940 to th 
almost 60 percent at the present time. The veterans’ home-loan program shares 1€ 
with the mortgage insurance system of the Federal Housing Administration the acd 
credit for this mass reorientation of the American people to the principle of home far 
ownership. ‘ 
The VA program has done more than this. It has justified the faith of the ] 
Congress in long-term, low- or no-downpayment financing for homeowners and wa 
has added the phrase “moral equity” to the lexicon of the real estate industry. hor 
Of the approximately 15 million veterans of World War II less than 5 million per 
have exercised their right under the VA program. Of the 10 million remaining ist) 
veterans many have not been able to exercise their rights under the act because it | 
they were not ready to assume what has been commonly referred to as the largest l ) 
financial undertaking of the American family. The argument has been ad- fl 
vanced that the VA home-loan program is essentially a readjustment program, tio 
and that as the readjustment period runs out the need for continuation of the 51 
| program diminishes. We believe that this is a shortsighted approach to the bet 
| role of this program and that it does not stand up under critical analysis. If € 
Congress had only a readjustment period in mind when the act was created in th: 
1944, the period would have been considerably less than the 10 years following to 
the cessation of hostilities. Rather the Congress must have considered a period 
during which it was reasonably presumed that the overwhelming majority of : 
veterans would be able to exercise the right of achieving home ownership under ns 
this act. Experience clearly proves that the period was an inadequate one, and | 
for evidence one need not go beyond reflecting on the great bulk of World War II pe 
veterans for whom home entitlement under the VA program remains. pl: 
The 10-year period appears unrealistic when one views it from the standpoint | 
of the tremendous volume of housing which has been constructed since the close 
of World War II, housing which became homes for veterans and nonveterans off 


alike. Approximately one-third of the new homes constructed each year for 

the past several years has gone to veterans under this act. S 
One must also consider the effect on the economy should the 1957 termination 

date not be extended. Many veterans will try to “get under the wire” during 

the coming year, thereby creating an abnormal demand with its attendant infla- 

tionary danger. For this reason alone the Congress is more than justified in 


extending the program for the next 3 years in order to provide thereby a more di 
orderly termination of the VA program. R 
While the veterans’ home-loan program has had a noticeable effect on the home ¢ 
building segment of our national economy, one must also consider the widespread 
use of this program in the purchase of existing housing. We must concede that of 
new construction in any given year can take care of only a relatively small per- to 
centage of the housing needs of the American people. Many low- and middle- 
income people are unable to afford new construction and must therefore rely on ay 
the great bulk of existing housing. We believe that for every transaction on a to 
new house there are three transactions involving existing homes. The VA loan th 
guaranty program has enabled many low- and middle-income familities to Vv 
acquire existing housing. We have been advised by the VA that for the calendar | 
year 1955, 649,591 loans were closed with a VA guaranty, of which number 40 re 
percent were for existing home. Cumulatively the percentage of existing homes 
sold with a VA guaranty has heen approximately 45 percent of the total. ba 
One of the great benefits flowing from this program is its use for the rehabilita- m 
tion of many existing homes which do not meet adequate standards of livability. 
The Congress in 1950 enacted an amendment to the Servicemen’s Readiustment th 
Act increasing the guaranty to $7,500 and in 1954 extended this increased amount it 
to rehabilitation. Today we are advised that 2 out of 3 veterans who have used th 
their entitlement have from $3,500 to $5,500 left out of this $7,500 which can be fi 
used for major repairs and rehabilitation—certainly a valuable weapon in the ; 
national drive to raise the standard of housing of the American people. ti 
We conclude by urging the committee to report favorably H. R. 9260 with an al 


amendment extending the veterans’ home-loan program for 3 years beyond its 
present 1957 termination date. 


Mr. Wit1iamson. I would like to supplement that with a brief 
statement. 
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We certainly concur with the argument advanced by the previous 
witness in support of such an extension. I would like to say this. 
Most, if not all, of the testimony has been related to the effects of the 
extension on the home-building industry. I would like to state that 
the veterans’ home-loan program has been a very useful device for the 
acquisition of existing housing by many low- and middle-income 
families. 

The chairman is aware that there are many lower income people 
who cannot afford new construction, and that the greatest source for 
housing is from the inventory of existing housing. And almost 45 
percent of the number of homes guaranteed by the Veterans’ Admin- 
istration since 1944 has been on existing housing. In the last year, 
it has been about 40 percent. ' 

So that it has had a very good—it has made a tremendous contribu- 
tion to the acquisition of existing housing, and that 2 out of 3 of the 
5 million veterans who have exercised their right under the act have 
between $3,500 and $5,500 remaining out of their entitlements. And 
that, of course, could be a very effective weapon in the national drive 
to raise the standard of the housing of the Eaatian people. 

And we hope that the committee will report out legislation extend- 
ing the program. 

Senator Leuman. Thank you very much, Mr. Williamson, for your 
personal report. And I will see that the statement of Mr. Bates is 
placed in the record. 

The final witness is Mr. Julian W. Caplan, director, Washington 
office, National Retail Furniture Association. 


STATEMENT OF JULIAN W. CAPLAN, DIRECTOR, WASHINGTON 
OFFICE, NATIONAL RETAIL FURNITURE ASSOCIATION 


Mr. Captian. Senator Lehman, I am Julian W. Caplan. I am 
director of the Washington office and staff counsel for the National 
Retail Furniture Association. 

Since I have raised the matter previously before two subcommittees 
of the Senate, including the Subcommittee on Housing, with respect 
to including movable items of equipment, kitchen appliances, laundry 
appliances, and the possibility of even going beyond that, referring 
to items such as carpeting and other items of home furnishings, that 
these might be made eligible for inclusion in either FHA insured or 
VA guaranteed mortgages, I am going to file this statement for the 
record. 

It stands on basically the same arguments and premises that we 
based our previous discussions on with respect to the FHA insured 
mortgage program. We feel that the note given to this problem when 
the Senate Committee on Banking and Currency took cognizance of 
it in their report No. 2005, at page 7, we feel that that recognition of 
the problem was very gratifying to us, and we hope it will be pursued 
fully by the committee, and also by the Federal Housing Administra- 
tion. And we urge that this committee also give similar attention 
and consideration to the problem. 

Thank you very much. 

Chairman Lerman. Thank you very much. 

Your statement will be placed in the record and it will be carefully 
read. 
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(The prepared statement referred to is as follows :) 


STATEMENT OF THE NATIONAL RETAIL FURNITURE ASSOCIATION 


The National Retail Furniture Association represents some 9,500 retail home 
goods stores throughout the 48 States. These stores sell furniture and related 
items of home furnishings and equipment which transform a house into a home. 
Retailers generally regard themselves as purchasing agents for the public, and 
nowhere is this more literally true than in the retail furniture business due to 
the historical marketing pattern which brings manufacturing sellers and retail- 
ing buyers together at the great national and regional marketing centers several 
times a year. 


RAPIDLY WASTING ASSETS IN VA GUARANTEED MORTGAGE PROGRAM 


Furniture stores have a large stake in both FHA insurance and VA guaranty 
mortgage programs on new and existing houses. Over the years as these pro- 
grams have been liberalized and thus increased their effect on the total housing 
market, retail home goods merchants have continually expressed their concern 
at the everexpanding list of items which have become part of the builder’s pack- 
age of housing for sale under these Federal insurance and guaranty programs. 
The new home market for major home appliances has been largely diverted away 
from retail channels by this practice of builders selling the equipment with the 
house in a “package deal.” 

Many items now included in the mortgage are free-standing units, like refrig- 
erators, washing machines, or stoves. These items depreciate rapidly and wear 
out long before the mortgage is paid off. They are rapidly wasting assets. The 
longer mortgage periods available under the Federal programs have eased the 
way for builders to load as much of this household equipment as possible into 
the initial package mortgage. 

It is strange and somewhat hard to understand Federal policy which encour- 
ages the sale of appliances on 30-year terms, though their average useful life 
lies somewhere between 5 and 10 years, and long-term mortgage interest almost 
doubles the initial cost of the item. ' 

It is our feeling that the national housing policy should be directed toward 
the building of basically finer houses. To the extent that purchase money is 
diverted to the acquisition of fancier items of equipment or furnishings at the 
expense of the basic structural quality of the house itself, this end is not achieved 
and the homebuyer is not getting his due. 

The Senate Committee on Banking and Currency took cognizance of this prob- 
lem as a result of our testimony during the hearings of the Housing Subcommit- 
tee in March. In its Report No. 2005 reported on May 15, 1956, with its clean 
bill, S. 3855, the following paragraph at page 7 covers the Senate committee’s 
action (the “suggested amendment” to which reference is made was submitted 
by the National Retail Furniture Association) : 


“RAPIDLY WASTING ASSETS 


“The committee considered a suggested amendment to section 203 (b) of the 
National Housing Act, relating to sales housing constructed as security for FHA- 
insured home mortgages, which reads as follows: 

“*To be eligible for insurance under this section a mortgage shall— 

“‘Not include as mortgage-security items which are not an integral part of 
the real estate unless such items substantially protect or improve the basic 
livability or utility of the property and continue to enhance the security and 
value of the property for the duration of the mortgage period. The Administra- 
tor shall develop a list of items of household equipment and furnishings which 
shall not be eligible for inclusion as part of the valuation of an insured mortgage 
under this section for use on a uniform basis by all regional and local offices 
of the Federal Housing Administration.’ 

“This amendment was intended to prevent the inclusion, as security for an 
FHA insured mortgage, of rapidly wasting assets which do not continue to en- 
hance the value of the property for the duration of the mortgage period. The 
committee is quite concerned that the inclusion of rapidly wasting assets may 
not be in the best interest of homeowners purchasing houses with FHA-insured 
mortgage loans. However, the committee was uncertain of the total effects of 
the proposed amendment, and decided to withhold action until additional infor- 
mation can be obtained. 
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“The Federal Housing Administration is requested to study this proposed 
amendment to section 205 of the National Housing Act and report its findings 
and recommendations to the committee by January 31, 1957. This report, among 
other things, should include (1) information regarding items, now eligible, 
which would be ineligible under this amendment, (2) the effects upon the size 
and utility of houses constructed under the FHA program, (3) the advantages 
and disadvantages to the homeowner, (4) the effects, if any, upon industries 
producing items which might be excluded, and (5) the effects upon the home- 
building industry as a whole.” 


BUILDERS MUST CUT CORNERS TO INCLUDE GLAMOROUS, GADGET-LADEN KITCHENS, 
LAUNDRIES, IN POPULAR PRICE HOUSES 


So long as Federal policy permits including kitchen or laundry appliances 
under FHA and VA mortgage financing, builders are going to pull every competi- 
tive stunt they feel is necessary to merchandise their houses. As competition 
becomes keener we have seen this pattern evolving clearly in many areas of the 
country. If one builder selis a popular price house with an equipped kitchen 
and laundry, this creates a competitive pressure on other builders to offer a 
similar deal. In most cases, in order to keep costs down so that they don't 
price the house out of the mass market, it stands to reason that the builders 
must cut corners where it doesn't show. And this is precisely what happens. 

If builders weren't in the kitchen and laundry appliance business, they could 
devote their full budget and efforts to building a house of maximum size and 
structural quality for a given market price. 

The FHA and VA single-family housing programs combined exert a tremen- 
dous influence on the housing market, accounting for better than 50 percent of 
the total market. Present VA policy—without any guiding criteria or inhibitions 
in the Servicemen’s Readjustment Act to restrain the practice—permits inclu- 
sion of appliances and equipment according to prevailing building practices. 

Frankly, we question this approach. Since the VA program provides for longer 
and more favorable mortgage terms than are generally available on conventional 
financing, and requires a relatively tiny downpayment, it should be based on 
sound policy which is geared to assuring homeowners the best and largest 
available houses with the most durable and efficient construction features for 
long-term benefits. 

The point we are making is simply this: If Federal housing policy did not 
allow the mortgage financing of appliances with new homes under the FHA 
and VA mortgage programs, the American public would very likely be getting 
a bigger and better house for their money than they are now getting. And in 
so many cases home purchasers take the appliances because they believe they 
“come with the house’—though they might be far better off to shop more selec- 
tively for their own appliances on the open market and buy them on realistic 
short-term financing, or make do with what they have for a few years after 
moving into their new home. Most home buyers will probably be able to afford 
better equipment more easily a couple of years after recovering from the impact 
of initial expenses incident to buying the house and moving and adjusting to 
a new budget. They will also have a much better idea as to their needs and 
how best to satisfy them after living in the house for a while. 


CARPETING ON 30-YEAR MORTGAGE TERMS? 


Here’s an example of the extremes to which a practice might be pushed under 
a marketing practice which has Federal sanction and encouragement. 

Recently the carpet industry has been endeavoring to get FHA approval of 
carpeting for 30-year mortgage financing in new homes. This is a matter for 
very serious concern. It could cause further downgrading in structural quality 
of American housing. It would bring about the elimination of finished hard- 
wood floors, and the substitution of plywood or other unfinished floors over which 
the carpeting would be laid. Perhaps there is nothing wrong with the substitute 
floor as a foundation for carpeting, but is this a trend in the public interest from 
the standpoint of almost irrevocably committing a house to the use of carpet? 
Looking ahead, this means that when the carpet wears out, it will have to be 
replaced with more wall-to-wall carpet, or if Mrs. Homeowner decides she wants 
a room rug or some other floor-furnishing style which might then be in vogue, a 
hardwood floor will have to be laid at an unlooked-for additional expense. 

Immediately following the testimony of the National Retail Furniture Asso- 
ciation before the Senate Housing Subcommittee, there appears in the printed 
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hearings at page 386 a letter from FHA Commissioner Norman P. Mason stating 
that FHA does not presently, or prospectively, plan to permit the inclusion of 
carpet in the mortgage security. This assurance was welcome, indeed, to retail 
carpet dealers, and it is their strong hope that this policy will stand a long time. 
It is also our hope that the Veterans’ Administration will adhere to a similar 
policy. 

However, the fact that within the technical standards division of FHA serious 
consideration was being given to the idea of accepting carpet as part of FHA 
mortgage security demonstrates the need for Congress to consider the entire 
problem of rapidly wasting assets and fast-depreciating appliances with respect 
to FHA title II home sales and VA title III sales. 

In the Servicemen’s Readjustment Act of 1944, as amended, there are appar- 
ently no general limitations or criteria, as to the exclusion of nonrealty items 


or items which are fast-wearing, fast-depreciating, and not an integral part of 
the structure. 


BAD CONSUMER ECONOMICS SAP FAMILY PURCHASING POWER 


A look at costs reveals that it is most uneconomic to purchase fast-wasting 
assets on terms which go way beyond their useful life. Take as an example a 
$500 item, whether it be laundry or kitchen appliances with a 10- to 15-year 
service life or carpeting with a 5-year life under normal family living conditions. 
We understand that a 5-year wear period is the basis for the use-wear standards 
the carpet industry has submitted to FHA, so this is a feasible figure for the 
purpose of this illustration. 

Let us compare the cost of $500 worth of carpeting (or appliances) (1) when 
purchased on retail installment terms of 2 years at 6 percent carrying charge 
and (2) when purchased under a 30-year, 414-percent FHA (or VA-guaranteed) 
mortgage. 

On terms of 2 years at 6 percent, the total cost is $560; of this amount interest 
is $60, and monthly payments are $23.33. The carpeting would be fully paid for 
long before it was worn out. 

Under a 30-year mortgage the total cost is approximately $914; of this amount 
interest is $414, and the monthly mortgage payment is $2.54 (for 360 months). 

The net difference in cost to the consumer is $354. 

That’s bad consumer economics. Still worse, long after the original carpet is 
dead and buried from wear, Mr. and Mrs. Homemaker must continue to pay 
$2.54 every month for the carpet they bought under the mortgage. Thus when 
the worn-out carpet is replaced, their new carpet, assuming they buy on the 2- 
year terms discussed above, will cost about $23.33 a month, but they will be 
laying out about $25.87 a month—because the ghost of the old carpet will haunt 
them throughout the life of their mortgage. 

The same bad husbandry applies to other items now included under FHA or 
VA mortgage financing. In every instance where a refrigerator, range, dish- 
washer, or other free-standing item of equipment must be replaced, the home- 
owner must continue to pay for the worn-out item that came with the house for 
the remainder of the mortgage term. It seems a painless way to buy at the 
time the house is purchased, but it becomes an almost-permanent, fixed expense 
which reduces family purchasing power for many years more than the few 
initial years of use and value afforded. 

The magnitude of the economic effect on consumer purchasing power can be 
seen when the figures are considered. On $1,000 worth of equipment and ap- 
pliances in the mortgage, family purchasing power for 30 years is reduced $5.08 
per month; on $1,500, purchasing power is reduced $7.62; on $2,000, purchasing 
power is reduced $10.16 per month for 30 years. This $10.16 in monthly pay- 
ments might have satisfied a household equipment need for 10 years of the 30- 
year period. This means, then, that for the remaining 20 years the family unit’s 
ability to buy replacement equipment is reduced by $10.16 per month, or $2,438 
in the aggregate. 

That is why the National Retail Furniture Association contends that it is bad 
for consumers to buy rapidly wasting household assets on unfeasibly long mort- 
gage terms. It is in their own best interests to buy these items on appropriately 
shorter terms, realistically chosen to fit the life-use expectancy of the equipment 
and bearing a sound relationship to the rate of depreciation. 








VETERANS LOAN GUARANTY PROGRAM 


WHAT DOES MES. AMERICA WANT IN HER NEW HOME? 


Miss Annabelle Heath, Assistant Administrator of the Housing and Home 
Finance Agency, in a speech on May 21, 1956, made the following pertinent com- 
ments which reflect the consumer attitude pretty clearly on the question of 
builders equipping the house. 

“We bave recently heard from typical American homemakers what they think 
a home for a growing family should be like. The Women’s Congress on Housing 
(3-day conference in April) focused on single-family homes for families with 
children, since they represent the greater part of the housing market demand 
* * ¢ 

“While 103 representatives from all parts of the country were given an oppor- 
tunity at the Congress to expand their ideas, we received well over 4,000 letters 
with many constructive suggestions * * *, 

“They want more space for certain activities and functions—but they want 
that additional space in the proper places. To get properly planned space in the 
right places, they would be willing to forego initially the convenience of mechani- 
cal laborsaving devices. They want space provided for many of them for later 
installation. But they want to make their own selections when they feel they 
can better afford them. [Emphasis supplied.] 

“They want simplicity. They do not want a mixture of materials. 

“They want individuality. They want to escape the standardized units of city 
apartments, row houses, uniformity, monotony * * *, 

“They do not want a turn-key job, with no opportunity for individual choices 
and expression in colors, wallpapers, equipment, ete. They do not want stand- 
ardized planting. They want an opportunity left to shape the environment both 
interior and exterior in which they live and grow.” 


SERIOUS STUDY WARRANTED 


It seems amply certain that representative American homemakers who have 
given thoughtful consideration to the problem concur that they do not want an 
all-inclusive, package-housing deal. This evidence certainly warrants serious 
study of all aspects of current homebuilding and marketing practices by those 


engaged in this hugely important segment of the American economy. It also 
warrants close scrutiny of the FHA and VA mortgage programs since they play 
such a significant part as a catalytic agent between the housing industry and the 
home-buying public. 

It is our strong hope that this subcommittee will also take cognizance of the 
problem we have raised and initiate steps to determine what corrective action is 
warranted in the public interest. 

Thank you for this opportunity to present the views of thousands of home- 
goods retailers. 

Senator LeHman. May I ask you one question? Do I understand 

3 d 1 
furniture is not included in either veterans’ housing or FHA housing? 

Mr. Captian. That is right. And household appliances are. 

Senator Lenman. And this is an argument for the inclusion ? 

Mr. Capitan. No; it is a brief against the inclusion of kitchen and 
laundry appliances which are now included, and also a prayer that they 
will not extend their eligible list so as to include other items of 
furnishings. 

Senator Lenman. In other words, you are representing the view- 
point of the retailer, not the manufacturer. 

Mr. Carian. That is right, Senator, and not the builder either. 

Senator Lenaman. There. will be other statements included. 

The meetings stand adjourned. 


(Whereupon, at 4:10 p. m., the subcommittee adjourned. ) 
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_ (At the direction of the chairman the followimg statements are 
included in the record :) 


UniITep States SENATE, 
COMMITTEE ON THE JUDICTARY, 
June 20, 1956. 
Hon. Herbert H. LEHMAN, 
Chairman, Subcommittee on Veterans’ Affairs, 
Senate Office Building, 
Washington, D. C. 


DEAR SENATOR LEHMAN: Because of other committee meetings and Senate 
business, it will be impossible for me to personally appear before your committee 
in behalf of my bill, 8S. 740, to extend for an additional 5 years the authority 
to make, guarantee, and insure loans under title III of the Servicemen’s Re- 
adjustment Act of 1944. 

However, I wish to express my deepest interest in this bill and sincerely hope 
that your committee will see fit to report favorably upon this measure. 

I think it is highly important that this Congress extend this law for veterans 
for several reasons. However, of utmost importance are the reasons to (1) 
continue this benefit for veterans who have been unable to this date use this 
privilege afforded them, and, (2) to assist in preserving a healthy economy to 
the country by stimulating construction. It is of major importance that as 
many of our citizens as possible own their own homes and this bill will afford 
veterans, who are so deserving, this opportunity. 

All veteran organizations have notified me of their endorsement of this bill 
and urge that it be passed at this session. 

I shall appreciate your sympathetic attention to this bill and should any 
serious question regarding the bill arise, I would appreciate your contacting 
me. 

With kind personal regards, I am, 

Sincerely yours, 
OLIN D. JOHNSTON. 


STATEMENT OF JOHN R. HoLpen, NATIONAL LEGISLATIVE DirEctoOR or AMVETS 


Mr. Chairman and members of the committee; we appreciate this opportunity 
to present the views of AMVETS on the subject now under consideration. 

AMVRETS have long been cognizant of the value to veterans and the Nation 
of the World War II loan-guaranty program. We have also been aware of the 
fact that approximately 11 million veterans have not yet availed themselves of 
the opportunity to use their entitlement to a guaranteed loan. Believing that an 
extension of this worthy program is extremely necessary, delegates to the 11th 
Annual National Convention of AMVETS meeting in Philadelphia, Pa., September 
8 through 11, 1955, unanimously adopted a resolution calling upon the Congress 
of the United States to extend the expiration date for 3 additional years. 

There are several bills pending before this committee that will accomplish this 
very purpose. AMVETS heartily endorse their purpose and intent. 

Like the education program for World War II veterans, the effect of the loan- 
guaranty program upon the economy of the Nation has been tremendous. Its 
advantages to veterans and the Nation far outweigh any objections that can be 
cited. This program has made a major contribution to the goal of providing 
good private housing for low- and medium-income families. Even now, veterans 
have benefited from the GI housing program because builders have been able 
to develop mass production techniques and purchase building supplies and ma- 
terials in greater quantities at lower prices. 

With the termination date approaching, it is reasonable to assume that many 
thousands of veterans will utilize their entitlement in the immediate future. 
This will, of course, create a terrific overload upon Veterans’ Administration 
offices that are already burdened to capacity. As the demand for housing in- 
creases, Some inflationary reaction, in the nature of higher prices in both old 
and new housing, could conceivably follow. 

Aside from the possibility of inflation, the natural rush of veterans trying to 
meet the July 1957 deadline could result in a “boom and bust” proposition of 
greatly accelerated construction activity for a time followed by a sharp decline. 
Such a situation could have dire effects upon the economy of our Nation. It 
would certainly create many severe economic problems for builders and related 
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industry groups and millions of employees in the home-construction industry 

Most important, however, is the effect of the cutoff on veterans themselves 
At the time the July 1957 limitation was imposed, no one, of course, could foresee 
the outbreak of Korean hostilities in June 1950. In the 3 years that followed, 
substantial credit controls were imposed and construction materials became 
scarce. These factors undoubtedly interrupted the home buying plans of many 
veterans. It is reasonable to expect that these 3 barren years should be replaced 

Because of these compelling reasons, we support a 3-year extension of the loan 
guaranty program for World War II veterans. We respectfully urge this com 
mittee to report a bill that will accomplish this purpose. 


STATEMENT OF UNITED STATES SAVINGS AND LOAN LEAGUE 


The United States Savings and Loan League is a nationwide trade association 
consisting of approximately 4,300 member savings and loan associations, build 
ing and loan associations, and cooperative banks, which hold slightly in excess of 
90 percent of the total assets of the savings and loan business. Savings and 
loan associations now make approximately 37 percent of all home loans in the 
Nation. Approximately 19 percent of the loans held by savings and loan as 
sociations are guaranteed by the Veterans’ Administration, and the industry has 
given enthusiastic support to the GI home loan program from its beginning. 

The United States Savings and Loan League favors a reasonable extension of 
the GI loan program for World War II veterans. This policy was adopted by 
the league's legislative committee in January 1956 and was approved by the 
league’s board of directors. 

Your committee has before it several bills to amend the GI loan program and 
to postpone the termination date. The proposals range from a 1 year extension 
under which to complete final closing on contracts to purchase dated prior to 
July 25, 1957, up to extensions of 3 years or more. The United States Savings 
and Loan League considers the best solution to the problem to be somewhere 
between these two extremes. 

In discussing the league’s position on prolonging the program, members of 
the legislative committee felt that an abrupt termination of VA guaranties 
would cause too great a shock to our economy. It was the sense of our commit 
tee members that some formula to taper off the eligibility for World War II 
veterans should be included in any legislation to extend the program. Such a 
formula, possibly based on length of service by the veteran, has several distinct 
advantages over a simple extension for a period of months or years. In the 
first place, termination by this route would spread thinner and diminish in 
intensity whatever dampening effects the closing of the program would have 
on the home-building industry and the general level of prosperity; GI educa 
tional benefits were tapered off in this fashion. Another advantage is that the 
formula would avoid a mere postponement of the date when the program ends, 
substituting a more constructive approach than just putting it off. There is an 
advantage also in the fact that such a plan would represent a compromise be- 
tween those who favor a 3-year extension and those who oppose any extension. 
Finally, a gradual termination of the program would put everyone on notice 
as to the final disposition of his rights. It would give the veteran complete 
opportunity to exercise his rights if he so chose, but it would put him on notice 
that he could not expect these rights to go on indefinitely. It would also put 
the home builders, the real-estate industry, and the related home furnishings 
and appliance fields, as well as the many other businesses directly or indirectly 
affected, on notice as to what they could expect, and for how long, in the way of 
a GI home loan program. 

On the other hand, a simple 1-year extension would mean facing next year 
the same problem as to whether the program should be extended. It would 
seem the better policy and more in the public interest to dispose of this question 
for good during this session of Congress. It should be remembered that a flat 
3-year extension might be the subject of a Presidential veto. Keeping this in 
mind, and after due consideration of all relative and pertinent views on the 
matter, the league feels that the best approach to this problem would he a 2- 
year extension based on length of service, plus an additional year in which to 
process pending requests for CRV’s. ; 

Some of those opposed to the extension of the GI loan program do so on the 
grounds that after 10 years World War II veterans should be completely reha 
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bilitated. Undoubtedly there is much merit in this argument if one assumes 
that the GI home-loan program was strictly a rehabilitation program. How- 
ever, there is evidence that it has been more than a rehabilitation program and 
has been of tremendous assistance to the housing fleld. To suddenly terminate 
this program at a time when the housing boom is tapering off would be to accen- 
tuate the dropoff in home construction and sales. 

In addition to the economic need for an extension of the GI home-loan pro- 
gram there are other reasons why the program should be extended. Because 
of the vast building boom, all of the resources of the home-building industry, 
including sources of long-term mortgage money, have been utilized to the maxi- 
mum extent during the past 10 years: undoubtedly in such a situation some 
veterans have had to delay purchasing their homes. Also, for 3 years there 
were credit controls which prevented some veterans from using their rights. 

Some have proposed that instead of extending the GI home-loan program the 
FHA program be altered to give the entire public the low downpayment, long- 
term provisions of the GI program. The savings and loan business is strongly 
cpposed to such a plan. The two programs are basically different. The FHA 
program is designed to be self-sustaining. It operates on the principle of insur- 
ance and attempts to build reserves through premium payments sufficient to 
cover losses. The GI loan program, on the other hand, is admittedly a subsidized 
program; for all practical purposes it is a benefit or grant to the veterans in 
return for his service to the country. To permit the FHA to insure loans with 
little or no downpayment such as the VA program has guaranteed would be to 
invite complete departure from the FHA’s principles. In addition, the infla- 
tionary aspects of permitting nothing-down, 30-year loans for the entire American 
public would more than offset any benefits from such a program. Finally, such 
a program would mean that the Federal Government would underwrite the 
vast majority of all housing debt which at the present time is approximately 
$90 billion. Such a step as this should be avoided at all possible cost. 

On the general subject of VA and FHA programs the United States Savings 
and Loan League would like to make the record clear that it does not favor 
merging the veterans’ home-loan program with the FHA. While some people 
believe this would be beneficial, the league feels strongly that all veterans’ pro- 
grams should be under one Veterans’ Administrator, that the VA program has 
operated reasonably successfully during the past year, and that any merger 
of the two agencies would only cause confusion and delay. 


CROSSWAY CONSTRUCTION Co., INC., 
Scarsdale, N. Y., April 12, 1956. 
Senator Hersert H. LEHMAN, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR LEHMAN: The GI bill in relationship to VA home-loan guar- 
anties expires July 25, 1957. Since over 5 million World War II veterans under 
235 years of age have not used their GI home entitlement, and since this program 
has been one of the mainstays of the building industry, I feel that legislation 
should be enacted as soon as possible to extend this bill. 

Sincerely, 
Srantey J. Store, Treasurer. 


REAL EsTATE BROKERS ASSOCIATION OF QUEENS Counry, INC., 
Richmond Hill, N. Y., May 4, 1956. 
Hon. HerBert LEHMAN, 
United States Senate, Washington, D.C. 


Dear Sir: Our organization has voted a resolution in favor of extending the 
GI home loan program for World War II veterans beyond its present expiration 
date of July 1957 and we respectfully request your consideration of our wishes 
in the matter and ask that you support its extension. 

It is our sincere belief that the extension of this program for at least 5 more 
years beyond July 1957 is the only equitable and/or fair thing to do for the 
millions of veterans who fought for their country but for numerous reasons 
have not availed themselves of this guaranty on a home purchase up to this 
date yet will be in a better position to purchase homes a few years from now. 

If eligible veterans, realizing they are about to lose this guaranty, should 
begin purchasing homes now in order to beat the deadline, an inflationary trend 
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in home buying might be started because of the sudden large demand and much 
smaller supply of available homes. The cost of homes has risen the past few 
years without any need for creating a higher priced market which in turn will 
tend to deny these veterans their needs. 

Trusting our appeal to you will be given your favorable attention and that 
you will support the extension of the GI home loan program by voting for it, 
I remain, 

Very truly yours, 
IRENE N. CAVALLARO, 


Ree CO? ding Secretary 


STATEMENT OF VINCENT KEANE, ASSISTANT GENERAL COUNSEL, THE Mutruat Lirs 


INSURANCE COMPANY OF NEW YORK 

I offer this statement in support of the proposals contained in H. R. 9260 for 
clarification of the language in the Servicemen’s Readjustment Act regarding 
appraisals of property. 

For the past 14 years I have been assistant general counsel of the Mutual Life 
Insurance Company of New York, in charge of the legal phases of its real estate 
und mortgage loan matters. To date, that company has made or purchased some 
$1,000 GI dwelling loans. Close to 10 percent of the company’s total assets are 
presently in dwelling loans made under the Servicemen’s Act. 

The language in the Servicemen’s Act concerning appraisals was part of the 
major amendments put through in December 1945. It has not since been changed 
But the appraisal practice has evolved into something rather different. The 1945 
committee hearings and reports contain strong indication of a congressional 
intent that the making of loans to veterans be expedited through minimizing 
the Veterans’ Administration’s participation in the process. It would seem that 
a large measure of reliance was being placed upon local appraisal people to 
do a responsible job. 

The 1945 enactment specified that, upon making a loan, the lender should 
forthwith transmit to the Administrator the detail of the loan “together with the 
appraisal report make by the designated appraiser” (sec. 500 (c) ). 

One of the prerequisites to guaranty was: 

(3) That the price paid or to be paid by the veteran for such property or 
for the cost of construction, repairs, or alterations does not exceed the reason- 
able value thereof as determined by proper appraisal made by an appraiser 
designated by the Administrator” (e. g., sec. 501 (a) ). 

From the time of the 1945 amendment until mid-1948, the lender had no dif- 
ficulty following this statutory pattern. The designated appraiser’s report, 
which was quite detailed, went directly to the proposed lender. The Admin- 
istrator then in office (General Bradley) declared it to be the lender’s respon- 
sibility to review that appraisal report. If the lender decided to go through 
with the loan, the lender forwarded the appraisal to the VA. 

Beginning in 1948, without a change having occurred in the statute, the VA 
ordered the designated appraisers to file their reports in duplicate with the 
VA itself and to give out no copy. Coincident therewith, by office bulletin, the 
VA asserted its right to raise or lower the valuation of the designated appraiser. 
Such right was claimed because of the phrase “proper appraisal” in the portion 
of statute quoted a moment ago. Apparently the VA viewed the test of “proper” 
to be whether the VA office wholly agreed with the designated man’s finding of 
value. Such a test would seem to go somewhat beyond a normal reading of the 
language. 

As soon as the VA made the claim that there was sound practical reason for 
the appraisal changes, we urged merely that the statute be brought into con- 
formity with whatever altered practices the VA thought justified. That remains 
our position. Our own experience had not indicated abuses, but there is no 
question that unsound loans are an evil. However, we and others similarly 
situated have too much at stake to leave open to question whether the statutory 
conditions precedent to the Federal guaranty are being met. 

Pending amendment of the statute, our officials could see no choice but to 
avoid putting money into situations in which either the veteran was paying more 
for the property than the designated appraiser’s valuation or in which it could 
not be ascertained whether the veteran was paying more than the local man’s 
valuation. Otherwise, there appeared to be room for a reasonable contention 
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that the purported guaranty, being of wholly statutory origin, failed to meet 
a specific prerequisite of the authorizing statute. 

For 2 or 3 years, it was left possible for a lender who so wished, to ascertain 
whether the VA’s valuation of a property involved any writeup of the desig- 
nated appraiser’s figure. Then the VA issued a regulation asserting its right 
to revise appraisals, and gradually began barring the lender from seeing any 
of the appraisal data on file in VA offices and started also ordering designated 
appraisers, under penalty of dismissal from the VA roster, to tell the lender 
nothing beyond the amount of the appraisal fee. As the committee is undoubt- 
edly aware, local real estate appraisers—not VA payroll people—continue to be 
designated to examine properties and to fill out a searching form of appraisal 
report. It is they who receive the appraisal fees. In addition, some attempt 
has apparently been made in various VA offices to refer to the persons in those 
offices who receive and examine the appraisal reports as “designated appraisers.” 
The history of the legislation appears to suggest at least a question whether 
Congress did not intend appraisal for GI loan purposes to be a function of the 
qualified local real-estate man. 

About a year ago, as more of the local appraisers began heeding don’t-talk 
orders, the complaints from our loan correspondents and field people about diffi- 
culties in obtaining the facts on valuation reached the point that our company 
undertook to inquire of the committees of Congress whether the statute might 
not be made to say that the Adminisrator has the authority he claims he needs or 
otherwise to state Congress’ actual current intent. 

Last June, the bill known as H. R. 7107 was introduced by Chairman Teague, 
of the House Committee on Veterans’ Affairs, to write into the act the theory 
that the VA itself is the determiner of appraised value. The provisions of that 
bill have been carried forward into H. R. 9260, which I am informed was unani- 
mously passed by the House on April 23. It is respectfully submitted that such 
provisions should be enacted. 

The Metropolitan Life Insurance Co., through its associate general counsel, 
has authorized me to say that that company, too, is of the view that this clarifica- 
tion of the appraisal requirements would be desirable. 


RESOLUTION 


The officers and directors of the Home Builders Association of Jacksonville, 
Fla., in meeting called for the single purpose of properly expressing the con- 
sidered and unbiased views of both associate and builder members of the asso- 
ciation, this the 25th day of April 1956, in Jacksonville, Duval County, Fla., 
resolved : 

“Whereas the distinguished members of the Veterans’ Affairs Committee, 
House of Representatives ; and the Labor and Welfare Committee of the United 
States Senate, have given studied and serious consideration to the advisability 
of extending the GI home loan guaranty program ; and 

“Whereas democracy, as we know and appreciate it in America, is based on 
dedicated and devoted love and regard for the democratic system of government, 
which in turn is based in large measure on the home; and 

“Whereas an enlightened and benign Congress enacted a public law commonly 
known as the GI bill of rights; the fundamental cornerstone and purpose of 
which is, among others, to insure all veterans who have proven their devotion 
to our system of government, to be entitled to purchase under a program of 
Government-insured loans a home; and 

“Whereas the judgment and wisdom of the Congress has been proven to be 
wise by virtue of the fact in excess of 4 million veterans have purchased a home 
under the provisions of the public law mentioned, and those veterans have proven 
their American statute and character by virtue of the fact the Government has 
had to pay loss claims on only 24,168 of the 4,353,000 loans insured; and 

“Whereas today not less than 75 percent of the eligible veterans covered by 
the provisions of the public law cited have not had an opportunity to use or 
exercise their right to purchase, under a Government-insured loan and to estab- 
lish, a home which is the foundation stone of democracy ; and 

“Whereas there is a real and admitted connection between the maintenance of 
an active, progressive, and expanding home-building industry and a stable and 
secure economic level of business and employment in our Republic: Therefore 

“Resolved, That the officers and directors of this association, speaking with 
complete authorization for the entire membership of the association, composed 
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of those individuals and firms on the attached roster, recommends an orderly 
termination of the GI home loan guaranty program on or about July 25, 1960; 

“Resolved, That this resolution speak for all members of this association so 
it will not be necessary for congressional representatives to be flooded with 
individual letters, telegrams, and telephone calls expressing individual views— 
precisely similar to that outlined herein—on this same subject; And be it further 

“Resolved, That a copy of this resolution be forwarded to the honorable chair- 
man of the Veterans’ Affairs Committee, House of Representatives; the honor- 
able chairman of the Labor and Public Welfare Committee, United States Senate; 
and to the honorable Spessard L. Holland, and the honorable George Smathers, 
United States Senators; and the honorable Charles E. Bennett, Member of 
Congress.” 

H. G. Brownetr, President. 


Attest: 
[SEAL] RAYMOND K. Mason, Secretary. 


NortH AMERICAN MorTcace Corp., 
St. Petersburg, Fla., February 13, 1956. 
Hon. Lister HI, 
The United States Senate, Washington, D. C. 


Deak SENATOR HILL: As you know there are between ten and eleven million 
World War II veterans who thus far have not used their GI loan guaranty 
entitlement. The purpose of this communication is to urge that the existing 
law under which eligibility of World War II veterans is scheduled to expire 
July 27, 1957, be extended for a period of at least 3 years. 

Florida, Texas, California, and the States nearby are all growing rapidly 
in population and many veterans are seeking to establish homes in these areas. 
If these veterans cannot obtain GI loans to assist them in establishing their 
homes, considerable hardship will be created since these growing areas have al- 
ways been areas of high cost financing for the veteran as well as other home- 
owners. 

A great deal of the growth of these areas is due to the availability of mort- 
gage funds made possible on low downpayments through the VA and FHA mecha- 
nism. Extension of the VA legislation is vital to the economy of this area. 

As a matter of fact, it is our opinion that it should be Federal policy to see to 
it that all homes involving a sale price of $12,000 or less should be made available 
to the small home purchaser at a downpayment substantially lower than the 
present FHA 7 percent and that funds should be made available through the 
Federal National Mortgage Association or otherwise to assure the financing of 
these mortgages at a true 414-percent interest rate without discount. 

Respectfully, 
MARTIN J. Rogss, President. 


BurLer-STewarr BuILpers, INc., 
Berley, Ohio, May 8, 1956. 
Re GI bill home loan program extension. 
Senator Hersert H. LEHMAN, 
Senate Office Building, Washington, D. C. 


Dear SENATOR LEHMAN: I am writing this letter and asking you to vote for an 
extension of this GI home loan bill. It is very true that any reason I can give 
for this extension will be secondary to our natural course of business which is of 
course for profit as we are not a philanthropic organization. However, to go 
further into this I can state a few reasons why we would like this bill to continue 
in favor of the veterans. 

First, we are small-home builders. By that, we mean not large volume or 
in the hundreds or in terrifically large projects, but in a 25 to 50 homes a year 
classification, conventional construction and doing a better than average job. 
In other words, trying to give the veteran or any purchaser his money’s worth. 
Having been in this business for a little over 6 years, we have just adjusted 
ourselves in the last 2 years to the point where we can build the extra quality 
homes for the GI appraisal or selling price. 
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Second, we find that a good many of our inquiries are from veterans who have 
not used their loan benetfits simply because they did not want to buy into lower 
priced subdivision areas and low quality homes. They have been willing to wait, 
even at the risk of possibly never using this benefit until the right property at 
the right price presented itself. 

Third, in the interest of our continuing at this rate of building, an analysis over 
the past 2 vears reveal that 90 percent of our inquiries and buyers have been 
GI purchasers. This point emphasizes the number or ratio of veterans holding 
back or wating to use their benefits for the right property. If this quantity or 
volume percentagewise of buyers were to be eliminated from today’s housing 
market, again looking at it from our standpoint of business, you can see that the 
biggest percentage of our potential market would be gone, although, there would 
be, no doubt, some others step up to take their place. But this fact, applying 
to all builders, all over the country would no doubt, hurt the building construc- 
tion industry, considerably, in the next year or two. 

Therefore, as a voter and taxpayer, I ask you again to give your support, and 
vote for an extension of the GI home loan program beyond July 25, 1957, for 
World War II veterans. 

Thank you very much. 

Yours very truly, 
B. E. Stewart, President. 


CoL_umBus, On10, April 25, 1956. 
Hersert H. LEHMAN, 
Labor and Public Welfare Committee, United States Senate, 
Washington, D.C. 
DEAR SENATOR: We strongly urge you to take steps to extend the World War II 


GI home loan program, as this program is responsible for 30 percent of all home 
building in the United States. 
Sincerely yours, 


T. M. LArcoms, Larcomb Builders. 


STATEMENT OF DANTE B. FASCELL, MEMBER OF CONGRESS, BEFORE SENATE LABOR 
AND PwuBLIC WELFARE COMMITTEE REGARDING VETERAN GUARANTY-PROGRAM 
LEGISLATION ; 


Mr. Chairman, on April 12, 1956, I introduced H. R. 10469. This bill provides 
for a 3-year extension of the GI home-loan guaranty program. It further pro- 
vides for a gradual termination, allowing a 1-month extension for each 2 months 
of the veteran’s active World War II service. 

The merits of this proposal and the principle set forth therein have been 
recognized and endorsed by numerous national organizations. They include 
veterans groups, labor groups, savings and loan associations, home builders, 
realtors, and furniture and electric appliance manufacturers, wholesalers and 
retailers groups. The original intent of the Servicemen’s Readjustment Act of 
1944 was to provide a period in which to rehabilitate our veterans. That they 
have not been completely rehabilitated is evidenced by the fact that some 11 
million of these World War II veterans have not yet been able to obtain their 
GI entitlement. 


In support of H. R. 10469, I am submitting to you the following statements: 
EXTENSION OF GI HoME LOAN PROGRAM 


Speech of Hon. Dante B. Fascell of Florida, in the House of Representatives, 
Thursday, April 12, 1956 


Mr. Fascett. Mr. Speaker, I am, today, introducing legislation which is ex- 
tremely important to the overall economy of our great country. It is an extension 
of the GI home-loan program for World War II veterans. 

This legislation amends section 500 of the Servicemen’s Readjustment Act of 
1944 to provide an additional period for World War II veterans to obtain guaran- 
teed loans. It will provide the disabled veteran with an opportunity to exercise 
his right of purchasing a home under this law for a period of an additional 
3 years from the present termination date which is July 25, 1957. It further 
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provides a 1-month extension of eligibility for each 2 full months of service 
for those who served actively after September 15, 1940, and before July 26, 
1947. 

An abrupt termination of the GI home-loan program such as is now provided 
in the law would have an unhealthy and inflationary effect upon the entire 
Nation’s economy. It would be almost certain to create a heavy housing demand 
which would result in highly inflated prices. It would be humanly impossible to 
obtain materials, equipment, manpower, or financing to build the homes that 
would be required if the expiration date is not extended. 

However, a simple extension of the program is not the answer. Therefore, 
this bill provides for an orderly termination of the program over a period of 
3 years. This would soften the shock of an abrupt end, spread out the demand 
for new housing over the period of several years, allow the veteran who has 
served his country more time to exercise his rights, and still answer those who 
state that if the plan is extended for 1 or 2 years, that extension would go on 
ad infinitum. 

I want to make it clear that I firmly believe that the veterans’ program must 
expire within a reasonable period, but it would be unfair to our Nation’s veterans 
and our entire population to permit such an abrupt termination. I think this isa 
practical solution to a difficult problem and I urge the support of veterans groups 
and all others for this bill. 

The need is borne out by the fact that 11,224,089 World War II veterans have 
not yet reached the state of financial stability which would permit them to pur- 
chase a home of their own. 


NUMBER OF VETERANS WHO HAVE USED THEIR GI RIGHTS 


As of February 1956 there were 22,226,000 veterans in civilian life; 15,385,000 
World War II; 4,469,000 with Korean service, of whom 849,000 also had World 
War II service, leaving only 3,620,000 with Korean service only. Of this number, 
4,353,310 had received guaranteed home loans, 292,399 of whom were Korean 
veterans. And the total amount of loans guaranteed reached $32,955 million, 
of which Korean veterans loans were valued at $2,765 million, and World War II 
veterans had loans for an amount of $30,190 million. 

The overall figures on home loans are misleading. Although 26 percent of the 
eligible veterans have used their home-loan entitlement, the distribution has 
varied widely in different areas of the country. For example, for the 10 years 
ending in 1954, only 11.5 percent of the veterans in the Chicago metropolitan 
area had received home loans, compared with 56 percent in Wichita, Kans. 

The following table I is a table showing for 75 metropolitan areas, the total 
number of home loans closed in the 10-year period 1944—)4, and the percent of 
home loans to the veteran population in those areas. 


TABLE I.—V A-guaranteed home loans in 75 metropolitan areas, 1944-54 


1 

Estimated | 
veteran Total num- 
population | ber of home Percent of 
Standard metropolitan area | October 1953 | loans closed, | home loans 

(World 1944 through | to VA 

War II and December population 

| 


Korea) ! 1954? 


Akron, Ohio ; iu iesad 55, 030 14, 967 | 
Albany, N. Y i ee ete ad ae 62, 780 15, 180 | 
Albuquerque, N. Mex..____- ‘ : sewite 20, 900 9, 535 | 
BE SE a a 50, 100 10, 
SN cmentigaianam $1, 780 31, 85: 
Augusta, Ga_____- sapiens ; : ; 20, 000 6, 
Austin, Tex__- boat 20, 540 

Baltimore, Md__- Secaunetatnns 157, 490 

Baton Rouge, La_- ; a } 19, 700 
Beaumont-Port Arthur, Tex__- 3 ie 24, 310 

Birmingham, Ala . pal : | 63, 510 

Boston, Mass oe ices screen 349, 280 

Bridgeport, Conn oo 62, 900 

Buffalo, N. Y- ee : 127, 730 

Charlotte, N. C nes o 22, 230 

Chicago, Ill____- Sie 677, 830 

Cincinnati, Ohio__- a a eas , 102, 160 

SEU SII nos cc wpaeenccéceuccacs ene ; 179, 920 

Columbus, Ohio os ia - onl ret 60, 960 


See footnotes at end of table. 
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TaBLe I.—VA-guaranteed home loans in 75 metropolitan areas—Continued 


Estimated 
|} Veteran Total num- | 
population | ber of home Percent of 
Standard metropolitan area October 1953 | loans closed, | home loans 
(World 1944 through to VA 
| War II and December | population 
Korea)! | 1954 2 j 


j 
Coven Chel; Tk. os... se Jin ROE. a 21, 400 | 8, 644 | 
Dallas, Tex : 83, 760 32, 433 
Dayton, Ohio__-- Ei Pa ST IEE OT CE 52, 270 12, 406 
Denver, Colo. 2 Se been kee ore 76, 430 26,912 | 
Detroit, Mich... _- Ke, din Fas ith eel Sole s Saabs elias du -| 367,770 | 99, 104 | 
El] Paso, T ‘ 23, 020 | 6, 024 | 
Flint, Mich___- Oe ie I ea 33, 780 >a 
Fort Worth, Tex 45, 800 
Fresno, Calif 32, 340 | 
Grand Rapids, Mich --. - j 33, 820 
Hartford, Conn 65, 500 
Houston, Tex_- ; vieksbocebmciweee 111, 800 
Indianapolis, Ind 68, 500 | 
Jacksonville, Fla... _- 37, 440 | 
Oe my Se | ee eee 102, 570 
Knoxville, Tenn ‘ ? : . 40, 290 
Los Angeles, Calif. ; 7,700 
I i ie diate pk aaeiiniies _| 68, ae | 
Memphis, Tenn__-_-_._- canine cote dace 55, ae | 
Miami, Fla ete > 67, 660 | 
Milwaukee, Wis __. pi ae ee na tee On ae Ie 100, 640 
Minneapolis-St. Paul, Minn_. ; 144, 880 
Mobile, Ala__. ; 23, 800 
Nashville, Tenn 37, 920 
New Orleans, La 79, 320 
PE EEL Ee ESM GUE dele entaicincids cbinn eden Sadende wee 1, 556, 650 
Norfolk, Va_ a a al ae i OR Pde 49, 570 
Oklahoma C ity, RNR ee ret se acer ee Sep ere ret 44, 800 
EL LS... nib Ob ebb nace nshsihiwe tweets 42, 200 


Orlando, Fla : : 
Ey BRS bine on one nitiddnendineidinbesa 6 
Phoenix, Ariz ee ker sa aceemnn sien epee enone een : 





WOM ONN WH Worm ONCWORNORMOOHMAWNRWOWN OMNIS 


Pittsburgh, Pa- 

Portland, Oreg. or cndethh eden «nkigks bo tenasiitannaneel 
Nee lei eB ral 
Richmond, Va 

Rochester, N. Y- 

Sacramento, Calif 

St. Louis, Mo__-- 

Salt Lake City, ‘Utah. 

San Antonio, Tex_. adhe ca SA SESE oknhn deen 

San Bernardino, Calif_ 

San Diego, Calif. scaleletks seis te tassiaianiacs dirk cig calerieiamie 

San Francisco, Calif_.__- 

San Jose, Calif__- 

Seattle, Wash_..._...---- ec lta ie al i a a NE 
Spokane, Wash__. 

Springfield, Mass 

Stockton, Calif _-_- 

Syracuse, N. Y 

Tacoma, Wash Se 

Tampa-St. eee, RS. 

Toledo, Ohio _. metumaein’ 

Ww ashington, D. C. 

Wichita, Kans 

Youngstown, Ohio_-_ 


~ 
SOP HS 


SESNINSSER 


21, 013 
33, 360 

7, 274 
18, 650 

6, 059 
16, 217 
14, 400 
10, 465 
10, 647 
53, 078 
18, 447 
13, 744 


ONE nds 9, 2, 355, 637 
United States total 3, 607, 101 


SPSBSseSaS= 


BN | BENSERESRSSZSRRBEASRAKSR Sao: 
toto | POHK AO MNIAMRWOURWOAWONS 





' The veteran population estimates by counties are based on the 1950 census adjusted to prevailing con- 
ditions in the second half of 1953: Some of the estimates may appear conservative due to difficulty to ap- 
praise fully migratory trends in fast expanding areas. 

2 As of the end of 1954, most of the VA home loans closed were for World War II veterans. The share of 
Korean veterans was nominal but it was increasing steadily in relative importance. While less than 4 
percent of the cumulative total of home loans closed through 1954 were for Korean veterans, such loans 
accounted for about a quarter of all home loans guaranteed in 1954 alone. 


Sources: Loan Guaranty Section and Reports and Statistics Service of the Veterans’ Administration. 
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As this table clearly indicates, there are still many areas of the country where 
veterans have, as yet, not had full opportunity to exercise their home loan 
guaranty benefits: 


TABLE II.—Veteran participation in VA loan program in metropolitan and non- 
metropolitan counties (cumulative as of end of December 1955) 


| 
| | Loans thade as 
percent of vet- | Estimated 
Estimated eran population number of 
Number veteran | Total num guaranteed veterans 
of coun- | population | ber loans loans who have 
ties | December mack 7 not used 
1955 } entith 
Home Direct ment 
| loans loans 
All United States counties__...........- | 3, 074 | 18, 804, 000 4, 623, 716 22.5 0.4 14, 270, 300 
Metropolitan counties !__........__..__. | 282 11, 761, 500 3, 519, 257 2.3 l &, 242, 200 
Nonmetropolitan counties, medium | 
ie os a eno -| 148 1, 281, 000 288, GOS 2.9 6 992, 100 
Nonmetropolitan counties, small #_____-! 2, 644 5, 851, 500 815, 551 11.0 1.1 5, 036, 000 
Small nonmetropolitan counties which | | 
are wholly eligible, by veteran popula- 
tion size groups: 
eee 45 371, 200 47, 256 10.8 1.3 323, 900 
2,500 to 5,000.......... ee 284 1, 199, 400 142, 721 9.1 l 1, 056, 700 
I i 959 1, 930, 300 201, 711 6.9 1.4 1, 728, 600 
I inal 1,018 750, 900 63, 827 4.4 1.5 687, 000 


! Metropolitan counties, as classified by Bureau of Census. 
2 Nonmetropolitan counties where 1950 polpulation of largest city was between 25,000 and 50,000 
3 Nonmetropolitan counties where 1950 population of largest city was less than 25,000. 


As table II shows, they have been more prone to exercise their rights in metro 
politan areas, and the larger ones at that, than in open country outside the metro- 
politan areas or in the smaller towns. For example, 28.3 percent of those living 
in the larger cities have used their rights, whereas only 11 percent of those living 
in the smaller metropolitan counties have done so, and less than 10 percent of 
those living in counties with less than 5,000 population. This clearly indicates 
that whether or not the veteran has exercised his right depends on the avail 
ability of housing under GI terms; because financing under GI terms has not 
been so readily available in the smaller towns, the veterans in those towns 
have been denied a full opportunity to exercise the privileges which the Congress 
granted them. To close out the program before they had received fuller oppor- 
tunity to exercise these rights would not only be a denial of their rights, but 
would be distinctly unfair treatment as compared with veterans who happened 
to be living in the larger cities. This would be particularly unfortunate at a 
time when VHMCP and the direct-loan VA program appear to be offering a 
remedy, in part, to this inequity. 

Moreover, many of the veterans who have obtained home loans still have 
remaining sustantial portions of their entitlement; at least 90 percent of all 
veterans, particularly, those receiving their home-loan guaranties before August 
*1954, have some entitlement left. As a matter of fact, 2 out of 3 vets who have 
used their entitlement have from $3,500 to $5,500 left of the $7,500 entitlement 
available to them. 


TABLE III.—Percent of entitlement used and remaining for VA home loans 
(cumulative through August 1954) 


Number of loans: 
Total 











ac ia ae ankle a i all a a = os miaieotets . 3, 703, 000 
PN iintetandscntnttiad x cidbortticieeknekeadiwenssas 3, 420, 000 
Amount of entitlement used Percent Entitlement 
remaining 
a a a 18 | $5,500 or more 
$2,000 to $4,000_..........--- CR Ante ee eedtaaeindustese Su Jtere. edad 48 | $5,500 to $3,500. 
OO ee ee ee er ee ee shsadieast Seieesiic ts 22 | $3,500 to $1,500 
I i a a lel nh rte altnetnicnaeeint sand 12 | $1,500 or less 
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Probably most of the loans closed since August 1954, have been for the full 
entitlement or nearly so. 


HOW MANY VETS ARE LIKELY TO USE THEIR GI BILL IN THE FUTURE? 


No specifics are available on this outside of the Bradley study figures. 

However, we can make some estimates based on age of the veteran population. 
The typical home-buying veteran, according to a survey made last year by the 
VA, was 32 years old. 

As of December 31, 1955, there were 2,218,000 veterans under 29 years of age 
in the veteran population; and an additional 5,062 were between 30 and 34 years 
of age, giving a total in the home-buying age range of over 7% million veterans. 

The VA has prepared additional data which show by age groups the number 


of veterans who have not exercised their veterans’ benefits. See table IV fol- 
lowing: 


TABLE IV.—Use of GI home loan guaranty by veterans with World War II 
service 


]Numbers in thousands] 























Have used Have not used 
entitlement entitlement 
Age | Total is lt 
| 
| Number | Percent Number | Percent 
i 2 ees ame . -|_—- —_|—__ eee 
ee TEE IIE 5 oss ncn cha oniatawincche teenie | 65 7 10.7 89.3 
se 1, 888 408 | 21.6 78.4 
eo cece ln odediasi ne ssd eaaneetonatat ieee | 4,765 | 1,822] 27.8 | 3,443) 72.2 
TR on cane nam eeekece ee pitneated ae : Soe 3, 902 | 1, 187 30.4 2,715 | 69. 6 
TEs hoe ce wecne ral ides nb deb aadowais tituce suas een 2, 066 533 | 25.8 1, 533 | 74.2 
I ine ha ae ae le 1, 862 | 325| 17.5| 1,537| 82.5 
| ee | ae. ee 
WS oot eee moe ses cult kesh | 14,548! 3,782 26.0 | 10, 766 74.0 
I ON EEF i sesh Hin hhc Eas eee na  wiecet. ox } 35.6 5.7 


On the basic of the figures in table IV, it is evident that there is a very large 
nuniber of veterans, over 5 million in the home-buying age group—under 35—who 
have not yet used their entitlements and will lose them under terms of the current 
law. 

This fact is emphasized by the large number of this group under 29 years of 
age—1,538,000—-who are well below the average home-buying age and who, in 
many cases, have not yet arrived in their personal lives at the state where they 
are ready to be homeowners. 


TaBLE V.—Median age of World War II veterans who have used their entitlement 
for home loans by year of loan origination 


Year of loan origina- | Total of all Median age Year of loan origina- | Total of all | Median age 





tion ages end of year tion ages end of year 

loan made loan made 
Thousands | Thousands 
1944-45. 20 | fe 439 31.1 
| ES | 389 | ON a jn sss eg ap esd tig | 292 31.4 
Dees. occu | 506 | 29.4 || 1953... ___- ax 278 32.0 
1948____ . : | 329 | BR Re 6 ined ee | 332 32.7 
eer : 252 30.3 || 1955 sae J 476 33. 6 
ea 469 30.5 || 


i , ' a 
OLDER VETS ARE NOW USING THEIR ENTITLEMENT 


Moreover, as table V shows, the median shows, the median age of the vet using 
his entitlement has steadily risen. In 1946 the typical vet who received his 
entitlement was 29 years old; each year the age has risen, and by 1955 the typical 
vet who received a VA guaranteed home loan was 33.6 years of age. This indi- 
cates the likelihood that a large number of those in the 30—35-year age group who 
have not yet made use of their entitlement would probably do so if the opportunity 
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were available through extension of the benefits beyond the current cutoff date 
Thus, in the earlier days of the program its major value was to the veterans just 
approaching 30, who had already reached the family status where homeownership 
became desirable. In more recent years, maximum usage has been evident by 
somewhat older veterans who have taken somewhat longer—perhaps because of 
educational requirements—to make their permanent living arrangements. 

Assuming that 400,000 veterans exercise their rights between now and July 25, 
1957, this leaves a total of 4.6 million still potentially in the market. 

Apply further the rule of thumb that 1 out of 4 veterans will exercise their 
rights—more than 1 in 4 in the under-35 age group—but this group does include 
some who have already made relatively permanent arrangements. On this basis, 
it is assumed that if the benefits are extended for 3 years, that over a million 
more veterans will take advantage of their GI rights to purchase a home if the 
program is extended to 1960. 

The statistics clearly indicate that in recent years the program has had even 
more importance for veterans and for the home-building economy than in earlier 
years, that it has gradually come to be one of the really significant props for our 
economy. 


TaBLeE VI.—Total private housing starts and starts under VA as percent of 
private starts 





Number of home loans closed 
Year Total private! VA starts 
starts 
| Total New Existing 
Thousands Percent Thousands Thousands Thousands 
aS re a 892. 2 14.6 447.3 286. 4 22.8 
a act 939. 1 13. 2 306. 4 192. 2 109. 4 
SS mao teat 932. 8 14.7 322. 0 2072. 8 115.2 
1954 — | 1, 077.3 | 25. 5 410.7 243.1 14. 1 
1955 2 > geewe 1, 190.2 30. 0 (49. 4 387. 6 255. 5 


As the table VI shows, year by year since 1951, the program has been of more 
and more use to veterans. One in every seven homes started in 1951 was under 
the V program; close to 1 in 3 last year was Gl. The total number of home 
loans closed mounted steadily in those years, from 347,373 in 1951 to 649,412 in 
1955. At the same time, an increasing proportion of these were for new homes, 
increasing from 286,432 to 387,647 in 1955. The 1955 totals of home loans closed, 
both new and existing were at all-time highs for the program. 

These are searcely the characteristic features of a program on its way to ex- 
piration. They reflect a program which has been of increasing use to the veteran, 
never more than in the past year, and one which will probably continue to be 
of value to him unless the stopper is pulled. As a matter of fact, if abruptly 
terminated, the program will terminate at the height of its usefulness to the 
veterans in our population. 

In the opening months of 1956, this pace, though down somewhat, has con- 
tinued, with the volume of starts and home loans closed all continuing at very 
high levels indeed. 


THE ECONOMIC ARGUMENT 


Entirely apart from the hardship on the individual veterans who, for valid 
personal reasons, may have been prevented from exercising—prior to June 1957 
the housing opportunities open to millions of other veterans, the cessation of 
the program on that date will have far-reaching economic impact. 

The years from 1955 through 1960 are the so-called soft years in the housing 
market. They are the years when the low birth rates of the 1930's will show 
up in a lower net family formation, certainly below the 1950-55 level. The 
impact on housing demand from this negative factor will, undoubtedly, be a 
factor until the war and postwar baby crop starts forming their own families in 
the 1960’s at which time a surge in new family formation can be expected. 

In the years right after the war, net household—nonfarm—formation rose to 
1.5 million; in 1950, it was 1.6 million, but by 1955, it had fallen to about 850,000, 
and will continue at that level or slightly lower for the rest of the decade. 

To remove the added stimulus that can be given by the continuing availability 
of GI benefits at this time will have a more severe effect on the home-building 
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economy than it will have in the years after 1960, and then it might have had 
in the earlier years of great housing shortage and consequent high demand. 

To eliminate the GI program at this period is to restrict housing aids at the 
very time when liberal terms are most needed. 

The overall housing economy in the last few years has been greatly influenced 
by the availability of the GI programs. Housing started under the VA program 
has, in recent years, been an increasingly larger part of the total as the table 
shows: 


Tasie VII 
New private VA as 
Year starts VA starts percent of 
total 
| 
Thousands | 
1950 . seman gabsaet aime taieiaia bas at 1,150.7 | 1) () 
1951 se oh Ac educketudecanan . a 892.2 | 148.7 14.6 
1952 os : ; cata : .| 939.1 141.3 13.2 
1953 abt ciemialinaids.t dindtetebbindaiitadadelitbad ated ee 932.8 156. 6 14.7 
1954 —_ se dial saciihienieg ian 5 eee eae ee 1, 077.3 307.0 25. 5 
Si sc. 2a ta t hochiib eu. bi kGods .skeUta eb eae, nt 1 190.2 392.8 | 30.0 
| 


Not available. 


These figures clearly indicate the uptrend in the relationship of VA starts to 
total new home building. That relationship is more significant now than at 
any time in the past, and any abrupt shift—such as will be occasioned if the 
law is allowed to terminate on June 25, 1957—will have a very serious impact 
on the home building as well as the overall national economy. 

At 392,800 units, 1955’s new GI housing accounted for over $4 billion of our 
national product, provided over 400,000 man-years of employment onsite—at 
least an equivalent amvuunt of offsite employment. 

A careful review of the situation indicates that at the very least the conse- 
quences of allowing the law to terminate, as scheduled next year, will mean a 
severe disruption of home building in many areas of the country, as well as an 
inevitably sharp cutback in total housing production and employment. 


VA PROGRAM HAS BEEN BENEFICIAL IN HELPING TO PROVIDE A VOLUME OF MIDDLE 
INCOME HOUSING 


Despite a continuing increase in sales price, the typical VA house has still 
been priced somewhat under the conventionally financed home. In 1954, the 
average veteran paid $11,640 for his home compared with a Bureau of Labor 
Statistics average for all homes of $12,300. Since the Bureau of Labor Statistics 
figures include the VA, it is obvious that the VA program has held the overall 
average down, and the average for houses financed outside the VA and FHA 
programs would be even higher than $12,300. In 1955, the typical VA house sold 
at $12,476, compared with $13,700 reported for all houses by the Bureau of Labor 
Statistics. 

Thus, elimination of the program moves in precisely the opposite direction 
from the trends of housing legislation in recent years. Its elimination will make 
even more difficult the task of providing good private housing for lower and 
middle income families, and will mean a step backward in the achievement of 
the goal of providing good housing opportunities for all Americans. 

Nonveterans, too, have profited as a result of the VA loan guaranty program. 

Millions have been provided with an opportunity to purchase homes that 
would otherwise not have been available had this program not been in existence. 
It has enabled the builders to produce a home at a price commensurate with 
the family income. This was accomplished largely because of the builders’ 
ability to purchase large quantities of materials and to develop mass produc- 
tion techniques in building. This mass building program has provided financial 
stability for the building tradesman, kept him steadily employed at the highest 
income levels he has ever experienced, therefore enabling him and the other 
millions of middle income families to purchase numbers of homes never before 
possible in the history of the country. 
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IMPACT OF AN ARBITRARY CUTOFF DATE 


Although it has been known for some time that the law was scheduled to 
terminate in mid-1957, it is clear that the full impact of this onrushing date has 
not been anticipated by individual builders and suppliers in the industry. Few, 
for example, realize that its effects will begin to be felt in the early fall of 1956, 
since the July 25, 1957, cutoff date applies to the guaranty, not the housing start. 
Thus, if the termination date stands, it will be an abrupt shock for the private 
home building industry, one which will create a substantial amount of disloca- 
tion, and eventually of severe economic difficulties for many builders and sup- 
pliers and related industry groups, their millions of employees, and the veterans 
and nonveterans alike, since it comes at a time when homes started under the 
VA program amount to from 25 to 30 percent of the total. 

It will also mean an enormous jam up in most VA offices in the late months 
of 1956, and early months of 1957, as it becomes known more generally that the 
3I program is about to expire. It is scarcely necessary to point out the unfavor- 
able consequences such logjam would have on the smoothness of operation not 
only in the offices, but in the home-building economy. 

Also, earlier figures have indicated that wide range of dfference in the use of 
the GI program. This points to the additional fact that those areas in which 
GI home loans been an important part of the construction economy will feel the 
impact of termination even more than other areas where it has not yet played 
an important part. For example, in some of the areas of rapid growth, such as 
the west coast and southwestern areas, the GI program has, in recent years, 
accounted for close to 40 or 50 percent of all new home building. The impact on 
the economy of these localities will, undoubtedly, be severe. 

Cities such as Miami, Los Angeles, San Francisco, Dallas, Houston, and so 
forth have all suffered from the impact of the recent change in mid-1955 on FHA 
and VA maturities and downpayments. It is not difficult to understand how 
much more direct and devastating an effect elimination of the entire VA program 
for World War II vets will have in these and similar communities all over the 
land. 


FHA CANNOT TAKE OVER THE VA WORKLOAD 


The argument is sometimes made that much of the potential VA volume after 
the cutoff date will go to FHA. FHA volume of new units in applications is now 
running about two-thirds of the VA total in appraisal requests for new homes. 
FHA certainly does not nave the staff or office facilities in most areas of the coun- 
try to take on overnight a 150-percent increase in their workload. To add such 
a staggering addition will mean swamping the offices as well as inevitably months 
of confusion in recruiting and training new personnel, even assuming that the 
FHA is given timely authority to expand its services, receive the necessary con- 
gressional appropriations, and can hire qualified personnel. 


CONTINGENT LIABILITY EXPOSURE OF UNITED STATES TREASURY 


It is sometimes argued that the contingent liability being assumed by the 
Federal Government under the GI program imposes an excessive burden on the 
Government fiscal status. 

A 3-year extension, during which time volume will probably taper off—as indi- 
cated by the increasing age of World War II veterans—would impose little or 
no additional liability on the Federal Government. 

Payoffs on GI loans during 1955 amounted to about $2 billion. They are sure 
to increase in the years ahead, inasmuch as the mortgage schedule in effect makes 
for gradually increasing amounts of the monthly payments to go into mortgage 
reduction rather than interest with each year on the mortgage’s life. 

On the assumption that the level of new loans made will ease off in the next 3 
years—in the event of an extension—to about 300,000 per year, then the level of 
new contingent liability arising out of these loans will be close to the level of 
payoffs on earlier mortgages, meaning no increase in total contingent liability. 


VETERANS HAVE BEEN GOOD CREDIT RISKS 


The VA loan guaranty program has not been a burden on the taxpayer. 

By and large, veterans have made an astoundingly good record on their GI 
home loans. By January 31, 1956, the millionth veteran had repaid his GI loan 
in full ; 809,511 of the repaid loans for a total of $4.6 billion, were GI homes loans. 

In the 10-year life—through December 1955—of the program, VA has had to 
pay claims on only 24,168 of the 4,353,000 loans made. It has paid out $66.3 mil- 
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lion on these but has recovered to date $47.3 million, leaving a net loss—subject to 
still further recovery—of $18.6 million. Its loss on these loans has amounted to 
only 0.06 percent of the total amount of over $32 billion GI loans. Moreover, by 
the end of 1955, less than 1 percent—0.97 percent—of all loans outstanding were 
in default, a percentage which has declined year by year under the program ; and 
of the 33,346 loans in default, only one-tenth of those were in serious trouble; 
on most of the rest of the loans in default status, it was anticipated that the 
defaults would be cured before they ran into serious trouble. That less than oue- 
tenth of 1 percent of the outstanding VA loans are in serious default is truly a 


remarkable tribute to the stability of the GI program and the typical American 
veteran. 


Mr. Speaker, I am today introducing a bill to extend the GI home-loan guaranty 
program. This is the second of such measures that I have introduced. The 
first proposal, H. R. 10469, was introduced April 12, 1956. The merits of this 
proposal and the principles set forth therein have been recognized and endorsed 
by numerous national organizations. They include veterans groups, labor 
groups, savings and loan associations, home builders, realtors and furniture and 
electrical appliance manufacturers, wholesalers and retailers organizations. 

The original intent of the Servicemen’s Readjustment Act of 1944 was to 
provide a period in which our veterans could rehabilitate themselves. That they 
have not been completely rehabilitated is evident by the fact that some 11 mil- 
lion of these World War II veterans have not yet been able to avail themselves 
of their GI entitlement. 

In an effort to provide a solution to an extension of this program that will be 
agreeable to all, I am submitting the following for the immediate consideration 
of my colleagues: 


To amend section 500 of the Servicemen’s Readjustment Act of 1944 to provide an additiona) 
period for World War II veterans to obtain guaranteed loans 


That (a) subsection (a) of section 500 of the Servicemen’s Readjustment 
Act of 1944 (38 U. S. C., sec. 694) is amended by striking out “Any loan made 
by such veteran within ten years after the termination of the war,” and in- 
serting in lieu thereof the following: “Any loan made by such veteran within 
eleven years after the termination of the war, plus the period determined un- 
der the next sentence of this subsection,”. 

(b) Such subsection is further amended by inserting immediately after the 
fourth sentence thereof the following new sentence: “The period referred to in 
the preceding sentence shall equal, in the case of each veteran, three months for 
so much of his active service after September 15, 1940, and before July 26, 
1947, as exceeds six months and does not exceed 12 months, plus three additional 
months for each six months (or fraction thereof) of active service performed 
by him in excess of twelve months between such dates, but in no event to ex- 
ceed 24 months; however, if such veteran was discharged or released from 
active service between such dates under conditions other than dishonorable by 
reason of an injury or disease incurred in or aggravated by such service in 
line of duty, then such period shall equal 24 months.” 

This measure provides for a gradual 3-year termination of the program, as 
did H. R. 10469. It, however, provides a straight 1-year extension of eligibility 
to all World War II veterans. Thereafter, during the next 2-year period, it 
would provide for 9 separate stepdowns. However, it allows the disabled vet- 
erans the benefit of the full 3-year extension. I am advised by the Veterans’ 
Administration that the following would be the effect of this bill for the re- 
maining 2-year period: 

1. July 1958, there will be 280,000 eligibles cut off. 

2. October 1958, 670,000 cut off. 

. January 1959, 805,000 cut off. 

April 1959, 1,045,000 cut off. 

July 1959, 1,149,000 cut off. 

October 1959, 1,595,000 cut off. 

January 1960, 1,555,000 cut off. 

. April 1960, 860,000 cut off. 

. July 25, 1960, 1,316,000 cut off (including 325,000 disabled veterans). 

The Veterans’ Administration advises me that it is estimated that there will 
be 14,178,000 veterans with World War II service only in civilian life as of July 


or 


25, 1957, and that 4,912,000 will have made some use of their GI entitlement 
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by that date, leaving 9,266,000 veterans whose entitlement would expire under 
the existing law on July 25, 1957, without having used any GI entitlement. 

This proposal merits your most serious study and consideration. I am hope- 
ful that my colleagues in the House will join me in calling for immediate con- 
sideration of an extension to this all important program. 


MORTGAGE BANKERS ASSOCIATION ENDORSES EXTENSION or GI 
GUARANTY PROGRAM 


Home Loan 


Extension of remarks of Hon. Dante B. Fascell, of Florida, in the House of 
Representatives, Friday, April 27, 1956 


Mr. Fascety. Mr. Speaker, Mr. Lindell Peterson, president of the Mortgage 
Bankers Association of America, this week made available to all the Members 
a policy statement on housing and housing finance legislation. In connection 
with H. R. 10469 which I recently introduced to extend the GI home-loan pro 
gram for 3 years, I would like to call to the attention of the Members that por- 
tion of this statement which deals with the need for extension of the GI home- 
loan guaranty program. The statement is as follows: 


“THE VETERANS’ ADMINISTRATION 


“(1) Extension of the Servicemen’s Readjustment Act of 1944, as amended : 

“Benefits under this act for veterans of World War II will expire on June 30, 
1957 (July 25, 1957). Of the eligible veterans it is estimated that about 10 or 11 
million still have not utilized their rights under this program. While the asso- 
ciation considers that an effort should be made over a long term to consolidate 
the VA loan-guaranty program with the insuring operations of FHA, it is our 
belief that any such proposal can probably not be effectuated prior to the 
June 30, 1957 (July 25, 1957), cut-off date, particularly since the rights of 
veterans of the Korean war do not expire until January 31, 1965. 

“We, therefore, recommend a 3-year extension of the benefits available to 
World War II veterans; and, in order to avoid the complications we foresee 
if the extension is not enacted until 1957, we recommend that Congress enact 
the extension now.” 

Mr. Speaker, my bill to accomplish this, H. R. 10469, is before the Veterans’ 
Affairs Committee, and I am hopeful the chairman will see fit to schedule this 
measure for action as soon as possible. 





NATIONAL ASSOCIATION OF HOME BUILDERS ENDORSES EXTENSION oF GI HoME 
LOAN GUARANTY PROGRAM 


Extension of remarks of Hon. Dante B. Fascell, of Florida, in the House of 
Representatives, Friday, April 27, 1956 


Mr. FAScELL. Mr. Speaker, I thought the Members of the House would be 
interested in reading a newspaper report dealing with the comments of the 
president of the National Association of Home Builders on the subject of the 
GI home-loan program which is due to expire in July of next year unless we 
take up very soon and enact legislation to offset the ill effects of the sched- 
uled cut-off date of the home-loan guaranty program for our veterans, the 
benefits which they have enjoyed as well as the good this program has been to 
our national economy, will have been greatly diminished as this article from 
the April 22 issue of the Miami Daily News, Miami, Fla., so accurately points 
out. There is legislation before the Veterans’ Affairs Committee right now to 
avoid this contingency, and I am hopeful the Members will take the time to 
review the provisions of H. R. 10469 and that they will see fit to make their en- 
dorsement known to the committee. 


“BLOW THREATENS BUILDING INDUSTRY—TIME IS RUNNING OUT FAST ON GI HOME 
LOAN PROGRAM 


“WASHINGTON, April 21.—Joseph B. Haverstick, president of the National 
Association of Home Builders, today warned World War II veterans that time 
is rapidly running out this year on their rights to buy a home under the GI 
home-loan guaranty program. 
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“*The unpleasant fact must be faced that there is a strong indication that 
the Congress may not extend this patriotic program beyond its expiration date 
of July 25, 1957,’ Haverstick said. ‘If the 3-year extension recommended by 
NAHB and the major veterans groups is denied, the program for all practical 
purposes will terminate sometime this fall.’ 

“He pointed out that builders will have to quit starting GI houses well in 
advance of the actual termination date because of the long period of time in- 
volved in planning, financing, building, and actually giving possession of a 
house to its new owner. 


“Price tag lower 


“Under the terms of the GI home loan program, administered by the Veterans’ 
Administration, the Federal Government guarantees up to $7,500 of the purchase 
price of a house. Equally important, the veteran pays only 44 percent interest. 
This compares with 4% percent plus a one-half of 1 percent insurance charge 
under the FHA program and the conventional interest rate which seldom, if ever, 
is under 5 percent and more often than not is more. 

“Haverstick also noted that despite a continuing upward trend in the cost of 
new housing—due to progressive increases in land, labor, and materials costs— 
the typical GI house has still been priced somewhat under the conventionally 
financed home. He cited figures from the Bureau of Labor Statistics showing that 
in 1955 the typical GI house sold for $12,476, as compared with an average $13,700 
price tag on all houses. 





“Adverse effect seen 


«The consequences of any failure on the part of the Congress to extend the 
GI program will adversely affect an estimated 5 million World War II veterans, 
many of whom for very valid reasons, have not been able to take advantage of 
their rights,’ Haverstick said. ‘They are going to be left stranded. Ironically, 
the figures show that this program is about to be allowed to die at the very 
height of its usefulness to the men who fought in World War IT.’ 

“Haverstick said that entirely apart from the hardship imposed on individual 
veterans, the termination of the GI program at this time will have an unusually 
severe impact on the home-building industry and upon the overall economy. 

“*The extent of the blow may be readily seen in the housing figures for 1955,’ 
Haverstick continued. ‘New GI housing accounted for at least 400,000 units, or 
more than 30 percent of all 1955 starts, for more than $4 billion of our national 
product, and provided more than 400,000 man-years of employment onsite, and 
at least an equivalent amount of offsite employment. This is a staggering amount 
of goods and services to let go down the drain.’ ” 


BRADLEY COMMISSION ENDORSES PRINCIPLE OF H. R. 10469 ExTENDING GI HOME 
Loan GUARANTY PROGRAM 


Extension of remarks of Hon. Dante B. Fascell. of Florida, in the House of 
Representatives, Friday, April 27, 1956 


Mr. FAscetL. Mr. Speaker, 2 weeks ago, I introduced a bill which would extend 
the GI home-loan-guaranty program for a maximum of 3 years. This bill, H. R. 
10469, is before the Veterans’ Affairs Committee and the chairman has already 
requested reports on the measure from the Veterans’ Administration and the 
Bureau of the Budget. 

With reference to this legislation, I would like to call to the attention of the 
Members a report which is available as House committee print No. 236, titled 
“Veterans’ Benefits in the United States,” and which was submitted to the Presi- 
dent by Gen. Omar N. Bradley, who served as Chairman of the President’s Com- 
mission on Veterans’ Pensions. This group was appointed last year to conduct 
a comprehensive study of the laws and policies pertaining to veterans’ pensions, 
compensation, and related nonmedical benefits. The purpose of this study was 
to bring up to date and correlate these benefits and services so that appropriate 
legislative action could be taken to insure that our veterans and their survivors 
will receive equitable treatment in the years to come, “consistent with the orderly 
development of public policy in this important area.” 

General Bradley’s recommendation No. 45 calls for an extension of our GI 
home-loan-guaranty program “to avoid a last-minute rush and allow an orderly 
termination of the program,” pages 312-313. 
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These home-loan guaranty benefits for our veterans are due to expire on 
July 25 next year. The opinion of the Bradley Commission is that this home- 
loan guaranty program has enabled our veterans to readjust to civilian life by 
providing them with the opportunity to purchase their own homes and at the 
same time helped to overcome the national housing deficit we faced at the end 
of the war. I respectfully submit that H. R. 10469 is in step with the Bradley 
Commission recommendation toward insuring an orderly termination of this 
program ; offsetting the serious impact which the July 1957 cutoff date will have 
upon our economy; and allowing our veterans the time they need to take full 
advantage of these benefits. I am hopeful the Members of the House will share 
my enthusiasm for this legislation and that the Veterans’ Affairs Committee 
will give speedy and favorable consideration to the bill. 

I am not opposed to an overall housing program. Such a program has been 
suggested by some of my colleagues, recommended in the Bradley report and 
by others. 

But it is extremely doubtful that the extensive study necessary to predicate 
such legislation can be completed this year in sufficient time to be acted on by 
the Congress. 

It is obvious that a July 1957 abrupt termination will cause a serious setback 
in our entire economy. Manufacturers, wholesalers and retailers, of furniture, 
electrical appliances, builder supplies, and all other household items whose 
business it is to supply the homeowners are undoubtedly already considering 
cutback of their production. This cutback must begin no later than January 
of next year if legislation to extend the GI home-loan guaranty program is 
not enacted before the close of this session of Congress. 

H. R. 10469, therefore, eliminates the abrupt ending and provides for a gradual 
termination over a conservative period of time; thereby allowing ample oppor- 
tunity for us who want to consider an overall housing program, to prepare 
adequate and effective legislation for this all important measure. 


MIAMI DAILY News UrGES CONGRESSIONAL CONSIDERATION OF H. R. 10469 


Extension of remarks of Hon. Dante B. Fascell of Florida in the House of 
Representatives, Monday, May 7, 1956 


Mr. Fascetit. Mr. Speaker, on April 12 I introduced H. R. 10469. This bill 
calls for an orderly gradual termination of the GI home-loan guaranty program 
which is due to expire July 25, 1957. 

It provides for a full 3-year extension of benefits for disabled World War IT 
veterans. All others would receive a 1-month extension for every 2 months of 
active World War IT service, up to a maximum extension of 3 years. 

The Miami Daily News, Miami, Fla.’s oldest newspaper, in an editorial April 
28, 1956, points up the need for immediate congressional action on extension of 
the GI home-loan guaranty program. H. R. 10469 accomplishes this and it is 
now before the Veterans’ Affairs Committee. This program has proven to be 
vitally important to our entire economy. It has profited the entire populace, 
both veterans and nonveterans alike. I am hopeful that it will receive prompt 
consideration. 

I urge each of the Members to read the editorial which follows: 


“ACTION IS NEEDED ON GI HOMES BILL 


“Congress should reach an early determination whether or not to extend the 
veterans’ home loan guaranty program now due to expire in July 1957. Nearly 
everyone concerned is agreed the program must come to an end some time; the 
only question is when and how. 

“As it stands, less than 4 million out of the estimated 15 million World War IT 
veterans have availed themselves of the right to buy homes with Government- 
guaranteed loans. For veterans of the Korean war housing benefits do not expire 
until 1965. 

“Representative Dante Fascell, of Miami, has introduced an amendment to 
the Servicemen’s Readjustment Act of 1944, the so-called GI bill of rights, which 
would extend the housing benefits for 3 years and provide for an orderly termina- 
tion of the program. Not all eligible veterans would be given the 3-year exten- 
sion from July 1957. The extended period would be automatically afforded to 
all wounded veterans, but the length of extension for others would depend upon 
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service. An additional month would be given for each 2 months of service be- 
tween September 15, 1940, and July 26, 1947. 

“The Eisenhower administration is opposed to any extension at all, holding 
that a reasonable time has already been given veterans to exercise their rights. 
Proponents of extension argue, however, that the average age of a veteran buying 
a home has been 32 years. As of the first of this year, there were 2,218,000 vet- 
erans under 29. 

“If there is to be no extension, the fact should be established as far in advance 
of the expiration date as possible in order to avoid a last-minute rush. An 
orderly termination such as the Fascell bill proposes would soften the impact of 
a rush by veterans to get in under the wire. In the case of such a last-minute 
stampede, builders fear a shortage of homes and appliances resulting in infla- 
tionary prices. 

“It is particularly important to Miami's vast home-building industry that 
Congress settle the matter at the earliest possible moment.” 


DISABLED AMERICAN VETERANS ENpDoRSE EXTENSION oF GI Home LOAN GUARANTY 
PROGRAM AND PRINCIPLE oF H. R. 10469 


Extension of remarks of Hon. Dante B. Fascell, of Florida, in the House of 
Representatives, Tuesday, May 8, 1956 


Mr. Fasceit.t. Mr. Speaker, extension of the GI home loan guaranty program 
must become reality in this session of Congress. It is now due to expire July 25, 
1957. 

This portion of the Serviceman’s Readjustment Act of 1944 has not burdened 
the American taxpayer. It instead has been to a large degree self-supporting, 
It has enabled the World War II veteran to become an integral part of his 
columunity through becoming a homeowner. Owning our own home was a 
privilege that only a limited few Americans could take advantage of prior to the 
enactment of this act. Through the act’s home-loan guaranty provisions millions 
of veterans—yes, millions—now can say that they, too, own a small part of these 
great United States. 

I ask you, What better could we do than to offer and allow our veterans an 
opportunity to own their own plot of land and their own home? 

Is it too much to ask that we give them nothing other than an opportunity to 
purchase a home by merely guaranteeing their loan? I am sure that there are 
none who would or could objectively object to the granting of this consideration 
to our veterans. 

Some 11 million veterans have not yet used their entitlement. Others have 
used only a part and still have a portion of their benefit remaining. Many of 
these World War II veterans are just now reaching the age and stage of financial 
responsibility where they can profitably afford to become homeowners. 

Should we now take away their opportunity to purchase a home under the 
terms of this act merely because they have not yet reached this state? I think 
not. 

Instead, I believe we should extend this proven program now, in this session 
of Congress, Let us allow ample time for these other millions of veterans to 
adequately prepare themselves so that they, too, can join in owning their own 
small part of America. 

A bill I introduced April 12, 1956, will accomplish this. It provides for a 
gradual termination of the program over a maximum period of 3 years from 
the present expiration date, July 25, 1957, by allowing a 1-month extension for 
each 2 months of active World War II service. It goes one step further and 
provides all disabled World War II veterans with an extension of 3 full years. 

Maj. Omer W. Clark, of the Disabled American Veterans, has written me a 
letter wherein he states that his organization would endorse any reasonable ex- 
tension of the GI home loan guaranty program and that H. R. 10469 definitely 
falls in this category. The letter follows: 
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DISABLED AMERICAN VETERANS, 


Washington, D. C. 
Hon. DANTE B. FASCELL, 


House of Representatives, 
Washington, D. C. 


Dear Mr. Fascet_: The provisions of H. R. 10469, the bill which you in 
troduced to amend section 500 of the Servicemen’s Readjustment Act of 1944 
to provide an additional period for World War II veterans to obtain guaranteed 
loans have been considered together with the information contained in the re- 
prints of the Congressional Record concerning your reasons for believing that 
this is desirable legislation, There has also been noted H. R. 10884, a bill in- 
troduced by Mr. Murray of Illinois, on the same general subject but somewhat 
different in its time provisions. 

It is my opinion that the Disabled American Veterans is definitely desirous 
of seeing that otherwise eligible veterans are enabled to obtain guaranteed loans 
after the present deadline of July 25, 1957, and to that end should be recorded 
as favoring any reasonable proposed legislation seeking to extend the time limit. 
The bill you have introduced is definitely in this category. 

Sincerely yours, 
OMeER W. CLARK, 
Director of Legislation. 


REALTORS, MORTGAGE BROKERS, SAVINGS AND LOAN ASSOCIATIONS, AND PRIVATE 
CrriIzENS ENporsE H. R. 10469 


Extension of remarks of Hon. Dante B. Fascell, of Florida, in the House of 
Representatives, Thursday, May 10, 1956 ; 


Mr. FASCELL. Mr. Speaker, an early extension of the GI home-loan-guaranty 
program has been endorsed by newspapers, veterans’ groups, labor, homebuilders, 
mortgage bankers, the President’s Bradley Commission, and appliance and fur- 
niture manufacturers, wholesalers, and retailers. F 

Realtors, mortgage bankers, savings and loan associations, and private citizens 
have now joined in urging that immediate consideration be given to an extension 
of this important program. 

H. R. 10469, a bill I introduced April 12, would accomplish this extension and 
provide for a gradual, rather than an abrupt, termination. The following are 
a few of the comments which I have received from business people in the Fourth 
Congressional District of Florida: 


DEAR DANTE: Congratulations. 

Just finished reading your speech on extension of GI home-loan program. 

Magnificent. 

Only last week at the Miami Board of Realtors meeting we discussed your bril- 
liant action and I felt proud to add my humble voice to all the others, praising 
you. 

As always. 

Sincerely, 
RENZO ABBONDANDOLO, 
Realtor. 
CORAL GABLES, FLA. 


DEAR Mr. FASCELL: Mr. Keyes has been on an extended trip from which he 
will return to Miami around May 9, but rather than wait until he returns to 
the office he asked that we express to you now his hearty commendation of your 
introduction of H. R. 10469 and your active interest in seeing that it is passed. 
You deserve much credit for your efforts and Mr. Keyes wants you to know that 
he appreciates very much the work you are doing on behalf of this matter. 

Cordially. 

KATE CONSTANCE, 
Secretary to Kenneth S. Keyes. 
MIAMI, FLA. 


H. R. 10469 


Dear Srr: In behalf of this association I should like to inform you that we 
are pleased to learn of your introduction of the above bill for extending the GI 
home-loan program. 
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For all of our 95-member brokers please let me take this opportunity of 
extending to you our congratulations on your fine presentation for extending the 
GI home-loan program. 

Respectfully, 
SouTHWEsT Rear EstaTe Brokers’ ASSOCIATION, 
WILLIAM W. FLANAGAN, Evecutive Secretary. 


Lester R. MAxweE Lt, President. 
MIAMI, Fa. 


Dear Dante: I think you've taken a wonderful step in the right direction in 
introducing H. R. 10469. It certainly would be a terrific blow to the veterans 
und to the building industry in south Florida, and throughout the country if the 
home loan benefits to veterans of World War ITI are not extended. 

Sincerely, 


J. I. Kistak MortTGaGe CorPoRATION OF FLORIDA, 
Jay I. Kistak, President. 
MIAMI, FLA. 


Dear DANTE: On behalf of the Greater Miami Federal Savings and Loan Asso- 
ciation, I wish to compliment you for the introduction of bill No. H. R. 10469. 
This bill will be of great benefit to the veterans and I know will be greatly ap- 
preciated by the veterans. 


With kindest personal regards, I remain, 
Yours very sincerely, 


GREATER MIAMI FEepERAL Savines & LOAN ASSOCIATION, 
(Bos) Rosert M. Morcan, President. 
MIAMI, FLA. 


My Dear CONGRESSMAN Fasce_t: Thank you very much for the copy of your 
speech made in the House regarding the extension of the GI home-loan program. 
I have read a newspaper summary of the legislation you have introduced and 
wholeheartedly support your recommendations. 

Many of us realtors feel that any attempt to spread out the GI housing pro- 
gram will be beneficial. Our land costs have risen so fantastically in Dade 
County that it has become economically impractical to construct houses in the 
$8,500-$10,500 price bracket for which there is a tremendous demand. Certainly 
a rush to utilize the VA guaranty before the 1957 expiration would aggravate 
this unfortunate land situation beyond imagination. Somehow there must be a 
restraining influence ; your bill will be a major contribution. 

There are many of us younger builders and realtors who are giving a great 
deal of thought to tomorrow. 

Sincerely yours, 
SUBURBAN REALTY Co., 


JosepH A. FRIEDMAN, President. 
NortTH MrIAmti, FLA. 


SoutH FiLortipa Home Bui_pers Favor H. R. 10469, roe Fascett, Brut To Extrenp 
tHE GI Home LOAN GUARANTY PROGRAM 


Extension of remarks of Hon. Dante B. Fascell, of Florida, in the House of 
Representatives, Thursday, May 10, 1956 


Mr. Fasceti. Mr. Speaker, Congress must act now. 

The GI home loan guaranty program for World War II veterans must be 
continued beyond the present July 25, 1957, termination date. The abrupt 
termination will affect not only the veteran, the home builder, the lender, and 
the real-estate dealer, but also the furniture, hardware, electrical appliance, and 
building industries as well. 

If the program is allowed to end as is presently provided by law, labor, too, 
would be seriously affected. Millions of veterans and nonveterans alike are 
currently gainfully employed in constructing, producing, manufacturing, and 
selling materials and household furnishings which go into the newly constructed 
and furnished homes. 

Both veterans and nonveterans have been able to purchase a home for far less 
money as a direct result of this program and the mass production techniques 
that it has enabled us to employ. 
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Every American has prospered due to the benefits granted the veteran. The 
veterans GI home loan guaranty program has produced the greatest home, furni 
ture, and electrical appliance buying spree that America has ever known. If we 
are to continue this prosperity, all of us must join in urging the Veterans’ Affairs 
Committee to immediately extend consideration to pending legislation which 
would effect an extension. 

The real-estate editor of the Miami Herald newspaper at Miami, Fla.. Mr 
Frederic Sherman, recently conducted an opinion survey among the home build 
ers in the greater Miami area. The result of this survey is included in his 
article which follows: 


“SOUTH FLORIDA BUILDERS VIEW GI HOME BILI 


“(By Frederic Sherman ) 


“There’s going to be some tough legislative in-fighting before Congress comes 
up with the answer to extending the GI housing program that expires July 25, 
1957, for veterans of World War IT. 

“The House has passed a bill that in reality gives these veterans an extra 
year. It keeps the deadline on applications, but gives a builder until July 25, 
1958, to make a VA sale. 

“Only about 25 percent of World War II GI's have filed for so far, so there is 
a tremendous backlog of demand for VA homes. 

“Last week, Representative Olin E. Teague introduced a bill to liberalize the 
FHA program on single-family residences. The Texas Democrat, chairman of 
the powerful House Veterans’ Affairs Committee, has made it plain from the 
start he is against any kind of extension of the GI bill. This despite pressure 
from the American Legion, the VFW, and builders. 

“Teague’s bill would allow downpayments from 2 percent on FHA-backed 
loans less than $10,000, to 15 percent on loans from $24,000 to $30,000. 

“Present FHA schedules call for 5 percent down on the first $9,000, and 25 
percent on the remainder up to ceiling of $20,000, 


“Slash in downpayments 


“If you were buying a $16,000 house now, you would need at least $2,200 as a 
downpayment. Under Representative Teague’s proposed bill, you would have 
to come up with only $1,120. 

“Despite this new proposal, it is a good bet the House will prefer to go along 
with a bill nearer to the one introduced by Miami’s Representative Dante Fascell. 

“This calls for an extension of the bill with new deadlines depending on a 
man’s service in uniform. The maximum extension would be 3 years. 

“Because this VA market is such a vital part of south Florida’s economy, I 
asked several of our top builders for their views on the year-off deadline and 
the legislative battle. 


“Benefit to the country 


“The Mackle Co. has built about 6,000 GI houses in Dade County. Sixty per 
cent of the firm’s work is VA housing. 

“Here’s the comment: “The Mackle Co. is proceeding on the expectation that 
the GI housing bill will be extended. We feel sure that if the Government 
decides to extend it, it will do so in full understanding that the country as a whole 
will benefit. 

“-A veteran able to purchase one of our homes in Westwood Lake, for only 2 
percent of the total cost as a downpayment, is making an investinent in the future 
of Dade County and in his own future financial security 

“‘OQur mass production building methods provide inexpensive housing and 
are responsible in great measure for the fact Dade County in the so-called suburbs 
is devoid of slums. No slovenly trailers or tarpaper shacks will be built as long 
as we can make good homes available in the wage range of the average worker.’ 


“Small builders eased out 


“R. & R. Builders reported a very active market in VA homes. Last year the 
firm built 800 houses in the Palm Springs area of Hialeah, 750 of them GI. 

“Sales Manager Sydney Zwirm had this to say: ‘We really don’t know what 
is going to happen in Washington, but we understand there will be an attempt 
to cut off VA from World War II veterans. 

“*The Government over the past year has been forcing the small builder out 
of the VA business in a move that seems to signal an attempt to consolidate VA 
and FHA housing programs. 
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“"“R. & R. sells in advance of construction, so we don't fear an abrupt change 
in demand. And there are the Korean war veterans who have another 10 years 
to apply for GI homes.’ 


“Planning ahead for 1957 

“Century Homes is projecting plans through this year on the premise that the 
GI bill will be extended. 

“The company has built 2,500 houses in the past 6 years and Office Manager 
Hartley Gilbert says at least 95 percent of them have been GI. 

“The company now is building out on Coral Way at 82d Avenue and has bought 
land for a new development in Cutler Ridge. 

“Because land values in Dade County are rising so rapidly, builders must 
gamble on what Congress will do. 


“Pushed into a corner 


“EF. & R. Builders figures GI housing is 95 percent of its business, Arnold Rosen 
says his company would like to plan ahead for 1957, ‘but we are being pushed 
into a corner not knowing what Congress will do. We have land for 400 more 
houses and we have an eye on 2 or 5 good pieces of property, but we can’t move 
until we have an idea what kind if any extension will be voted. 

“If the GI bill is not extended and if people are going to have to put down 
$2,500, there is going to be a considerable slowdown in house construction here 
in Dade County.’ 

“The firm has built about 2,000 VA homes since its started operations in 1946. 
It now is operating in Coral Way Village out on 84th Avenue. 

“4 vote for liberal FHA 

“Blue Ribbon Construction Co. has sold 3,500 houses since 1949 and 9S percent 
of them have been VA. 

“Bob Pollack reports it’s hard to tell now what Congress will come up with on 
the GI bill extension. 

““Tf they stop VA, they stop 98 percent of my business. 

“*T wish they would liberalize the FHA program. <A higher mortgage and a 
lower downpayment, maybe 5 percent plus closing, would take care of both 
civilians and veterans.’ 

“Pollack says his company has some 1,800 lots now, divided among Dade, 
Broward, and Palm Beach Counties. 

“The firm expects to build about 400 houses this year, never gets more than 20 
or 25 houses ahead of sales. 





GI Home Loan CoMMITMENTS MAy Ber Sroppep ArtTreR JANUARY 1, 1957 


Extension of remarks of Hon. Dante B. Fascell, of Florida, in the House of 
Representatives, Thursday, May 10, 1956 


Mr. Fascetit. Mr. Speaker, an Associated Press news article appearing in the 
Washington Post last Sunday calls our attention to the possibility of a January 
1, 1957, cutoff date of the GI home loan-guaranty program. 

Thomas J. Sweeney, Director of the VA’s Home Loan Guaranty Service, says 
this will be an absolute necessity unless Congress acts favorably on legislation 
proposing an extension beyond the present July 25, 1957, expiration. 

Mr. Sweeney’s recommendation to Administrator Higley for cutting off com- 
mitments after January 1, 1957, should cause concern among the members. My 
colleagues should join in urging immediate consideration of pending legislation 
which would extend this program which has proven so valuable to our entire 
economy. 

H. R. 10469, a bill I introduced April 12, 1956, would prevent this abrupt cutoff. 

The Associated Press article follows : 


“GI HOME LOAN COMMITMENTS MAY END BY JANUARY 1 


“The Veterans’ Administration is considering cutting off commitments for GI 
home loan housing after January 1 in the event Congress does not this year 
extend the loan program. 

“Thomas J. Sweeney, Director of VA’s Loan Guaranty Service, informed a 
reporter that he had made a recommendation to that effect to Harvey J. Higley, 
Veterans’ Administrator. 
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“Sweeney said he is not campaigning for an extension of the program beyond 
July 25, 1957, adding that decision is entirely up to Congress. He explained he 
is looking ahead to what administrative action will be needed if Congress does 
not act this year. 

“*The VA can guarantee only those GI loans which are completed and made 
by July 25, 1957, under the present law,’ he explained. ‘It can only guarantee 
those loans closed and filed by the private lender with VA before the expiration 
date.’ 

“Sweeney said his recommendation to Higley was that in the event the program 
is not extended this year, public notice should be given all interested parties 
on or about January 1 that no new commitments for proposed new housing units 
will be made. 

“He explained that usually it takes as much as 60 to 75 days to get big housing 
projects underway after a builder seeks VA approval. Under existing law all 
such projects must be completed and the GI home loans must be completed by 
July 25, 1957, unless there is an extension of the program. 

“He stressed there must be sufficient time to complete such projects and 
process the loan before the cutoff date.” 


FLoRIDA’s SENATOR GEORGE SMATHERS ENporses GI Home-Loan GUARANTY 
EXTENSION 


Extension of remarks of Hon. Dante B. Fascell of Florida in the House of 
Representatives, Thursday, May 10, 1956 


Mr. Fasce.t. Mr. Speaker, Florida’s Senator George Smathers too recognizes 
the need for immediate congressional action in extending the GI home loan 
guaranty program. 

He has offered his assistance in obtaining favorable action on H. R, 10469 in 
this session of Congress. 

I take this opportunity to call to the attention of my colleagues in the House 
the Senator’s letter of endorsement and to urge them to make their views on 
this proven program known: 


UnitTep States SENATE, 
COMMITTEE ON FINANCE, 


May 2, 1956. 
Hon. DANTE B. FASCELL, 


House of Representatives, 
Washington, D. C. 

Deak DANTE: I would like to take this opportunity to commend you on intro- 
ducing legislation to extend the Veterans’ Administration guaranteed home loan 
program beyond July 25, 1957, the expiration date of the present law, on a slid- 
ing-scale basis. 

Unquestionably your action will receive the full support of all veterans, vet- 
erans’ organizations, and industry, for the extension of this program is of ex- 
treme importance to the economy of their respective communities. 

Few of us realize that there are over 11 million World War II veterans under 
the age of 35, who have not used their GI home loan entitlement. Since a large 
percentage of these will be unable to take advantage of the present law unless 
it is extended, the need for this legislation is readily apparent. 

There is, as you know, considerable sympathy in the Congress to extend the 
program, with adequate safeguards to protect the interest of the veteran home 
buyers. 

I can assure you that I will most certainly cooperate in every way to be of as- 
sistance to you in obtaining favorable action on your bill in this session of the 
Congress. 

With kindest regards, I am 

Sincerely yours, 


Grorce SMATHERS, 
United States Senator. 
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AMVETS Svuecest H. R. 10469 as a So_vuTION TO THE EXTENSION oF THE GI 
Home Loan GUARANTY PROGRAM 


Extension of remarks of Hon. Dante B. Fascell of Florida in the House of 
Representatives, Thursday, May 10, 1956 


Mr. Fascev.. Mr. Speaker, Mr. John R. Holden, national legislative director 
of AMVETS, today informed the House Committee on Veterans Affairs that H. R. 
1046, a bill I introduced April 12, is an acceptable solution to the extension of 
‘the GI home loan guaranty program. 

His statements were in reference to the President’s Bradley Commission report 
on veterans’ pensions. Mr. Holden’s statement follows: 


“READJUSTMENT BENEFITS 


“Recommendation No. 45 advocates the transfer of veterans loan guaranty 
functions to FHA with an extension and gradual decrease of the World War II 
program over a 2-year period. We recognize the necessity for avoiding a last- 
minute rush and allowing the orderly termination of the program. The Commis- 
sion recommendation would certainly accomplish this but it is believed that there 
are other approaches to the problem that merit your consideration. We suggest 
as a possible solution H. R. 10469, which would authorize a 1-month extension 
for each 2 months of military service up to a maximum of 36 months. This would 
stagger the termination on an individual basis to permit orderly termination of 
the program.” 


Let’s ExTEND AND LOGICALLY TERMINATE GI HoME LoANn PROGRAM 


Extension of Remarks of Hon. Dante B. Fascell, of Florida, in the House of 
Representatives, Tuesday, May 29, 1956 


Mr. FAsceLt. Mr. Speaker, on April 12, 1956, I introduced H. R. 10469, a bill 
to provide for a 3-year extension of the GI home loan program. This measure 
provides for a gradual termination allowing a 1-month extension for every 2 
months of active service for World War II veterans. It further provides that all 
veterans disabled during World War II shall receive a full 3-year extension from 
the July 25, 1957, termination date. 

Action in the United States Senate Thursday, May 24, recognizes the need for 
an extension of the GI home loan program. The Senate has not, however, given 
consideration to the need for a gradual termination nor has it recognized the 
adverse effects that an abrupt termination will have upon our overall economy. 
Their action reminds me of the doctor who, after examining his patient—who 
was sorely in need of glasses—prescribed merely an aspirin. 

The entire American public, particularly the veteran and American business- 
man who are affected by this program, are entitled to fair consideration. This 
consideration can be and should be extended now in the form of positive and 
final action in this session of the Congress. 

The Washington Post and Times Herald of Friday, May 25, 1956, quoted Sec- 
retary of Commerce Sinclair Weeks as terming the economy “very spotty to- 
day.” He and Secretary of the Treasury George M. Humphrey pointed to existing 
soft spots in our economy. It behooves us as Members of this Congress to enact 
an extension of the GI home loan program and uphold the all-important home 
building and related industries. An extension with a gradual termination will 
prevent further softening in these fields. 

Since April 12, 1956, the date I introduced this measure, 32 bills calling for 
an extension of this program have been introduced by my colleagues in the 
House. Positive recognition of the need was further evidenced as I previously 
noted by the United States Senate in their affirmative action in calling for an 
extension last Thursday. 

During the 61% weeks since I introduced this legislation, endorsements have 
been received from DAV, AMVETS, home builders, Mortgage Bankers Asso- 
ciation, savings and loan associations, realtors, electrical appliance dealers, and 
labor organizations. In addition to this, the American Legion, VFW\ and other 
veteran organizations have urged Congress to enact an extension of this program 
during this session. I have yet to receive or hear of any well-founded opposition 
to an extension of this worthy program. 

At this time I would like to call my colleagues’ attention to several more of 
the numerous letters of endorsement which I have received: 


DEAR CONGRESSMAN FasceLL_: The United States Savings and Loan League, 
the nationwide trade association representing the savings and loan institutions 
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of America, and its 4,300 member savings and loan associations and cooperative 
banks have gone on record in favor of a reasonable extension of the GI home. 
loan program. 

In this connection the United States Savings and Loan League is pleased to 
endorse your bill, H. R. 10469, which extends the program and calls for an orderty 
and gradual termination between now and 1960. The philosophy of your meas- 
ure promises a logical and equitable solution to the problem of orderly termi 
nating a program which has been of invaluable assistance to the veterans of our 
country and the Nation as a whole. 

In a recent survey conducted by the Department of Commerce, it was noted 
that the percentage of American families who own their own homes has now 
reached 59 percent. Undoubtedly, the GI home loan program contributed sig 
nificantly toward making us a nation of which the majority of families own 
their own homes. The savings and loan industry of America takes pride in this 
record of home ownership and is doing everything within its power to encourage 
home ownership and thrift. 

This bill, H. R. 10469, is definitely in keeping with our philosophy and we 
heartily congratulate you on your efforts in this regard. I feel certain that 
the savings and loan business will wholeheartedly support you in this important 
endeavor.” 

Sincerely, 
STEPHEN SLIPHER, 
Staff Vice President, 
United States Savings and Loan League. 


DEAR CONGRESSMAN Fasce_t: The Dade County Central Labor Union wants 
you to know how much it appreciates your work in our Nation's Capital in 
behalf of good government and the welfare of all the people. We are especially 
grateful for your efforts in behalf of low-cost housing. So many of our people 
still do not have decent places to live and this is the only way that they ever 
will get them. 

We have gone on record in approval and commendation of your work and 
accomplishments. 

Very truly yours, 
Evcar CHAMBERS, 
Secretary, Dade County Central Labor Union. 

Dear Mr. Fascett: We very much appreciate the reprint enclosed with your 
letter under date of April 27 showing the very able manner in which you pre- 
sented this bill to extend the GI home-loan program to the House. 

We believe that you have a practical solution to a serious problem, and hope 
that the Congress will agree with you to the extent that they will pass your 
measure without any unnecessary delay. 

If there is anything we can do to assist, please advise. Again thanking you 
for your very fine cooperation, we are, 

Sincerely, 
FLORIDA BUILDING INDUSTRY COUNCIL, 
H. Simpson, Secretary, 


DEAR REPRESENTATIVE FASCELL: The board of governors of this association has 
read with interest and approval your speech of April 21, 1956. It is in entire 
agreement with your suggestion and has asked me to send to you the enclosed 
copy of the resolution adopted today. 

With kindest regards. 

Very cordially yours, 
MORTGAGE BANKERS’ ASSOCIATION OF GREATER MIAMI, 
CHARLES CoNTOPOULO, Scerctary-Treasurer. 


RESOLUTION 


Whereas the Honorable Dante B. Fascell, a Member of the House of Representa- 
tives of the Congress of the United States from the Fourth Congressional Dis- 
trict of Florida, made a noteworthy speech in the House of Representatives on 
April 12, 1956, in which he strongly recommended the extension of the GI home- 
loan program, a copy of which speech is contained in the Congressional Record, 
and which speech has been studied by the undersigned organization; and 

Whereas this organization likewise strongly recommends the extension of the 
said GI home-loan program, believing such extension to be in the public interest, 
as well as in the interest of all mortgage lenders: Now, therefore, be it 
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Resolved by the Mortgage Bankers’ Association of Greater Miami, That Hon. 
Dante B. Fascell be commended for his forthright position with reference to the 
proposed extension of the GI home-loan program; and be it further 

Resolwed, That this association strongly favors, and urges the adoption of 
appropriate legislation and action to extend the GI home-loan program; and be 
it further 

Resolved, That a copy of this resolution be forwarded to Hon. Dante B. Fascell 
and a copy thereof spread upon the records of this association. 

Adopted at Miami, Fla., this 21st day of May 1956. 


MortGaAGE BANKERS’ ASSOCIATION OF GREATER MIAMI. 


DreAR Mr. Fascec_: Received your copy of the Congressional Record in which 
you presented your speech for the extension of the GI home loan program. We 
all feel that this is a wonderful thing. I do not know whether you sent a copy 
to other brokers in this area or not. In the event you haven't, I will be glad 
to do that for you. 

Yours truly, 
WALTER A, STADNIK, 
Realtor, Miami Springs Realty. 


Dear DANTE: We are writing in reference to the speech you made on the ex- 
tension of the GI home loan program, Thursday, April 12, 1956. 

We would like to go on record and state that we agree with everything you 
have brought forth to the 84th Congress, 2d session. 

We, who deal in the building and financing of GI houses can greatly see the 
need for the extension of this program. We know this need will not only affect 
the mortgage men, the builders, and the GI’s but will also affect the prosperity 
and the economy of this country if such termination is allowed to come to an 


abrupt ending on July 25, 1957, which is the termination of said legislation 
now of record. 


Yours very truly, 
Retp BuILpers, INC., 
WARREN G. REID, 
Secretary-Treasurer. 


DreAR DANTE: Just a line to tell you that I think your bill providing for 
gradual termination of the VA program in an orderly manner is an exceptionally 
sound and well-conceived piece of legislation. 

I certainly hope it will be enacted and believe that it would work to the best 
interests of the veterans, the public, and the Nation as a whole. 

With warmest personal regards. 

Sincerely yours, 
R. V. WALKER, 
Executive Vice President, First Federal Savings & Loan Association 
of Miami. 


Dear Sir: As an active builder, realtor, and mortgage loan correspondent in 
the northern Virginia area, I have recently reviewed the type of client that have 
been purchasing our homes and brokerage properties, and for your information, 
they fall in the following categories: 8 percent conventional, 4 percent FHA, 
88 percent GI. 

As you readily evaluate, the curtailing of the GI program would hit this area 
with a terriffic impact. Therefore, we request that you eagerly pursue the 
approval of Representative Fascell’s bill to extend the Virginia home guaranty 
program for an additional 3 years, in order that an abrupt termination of this 
program does not create an unhealthy and inflationary effect on the entire 
Nation’s economy. 

If we can be of any further assistance in developing other necessary statis- 
tics for you, please call on this firm. 

ARTHUR POMPONIO, 
M. Pomponio & Sons, Inc., Builders. 

DeAaR DANTE: You are to be commended for your bill, H. R. 10469, as the 
veterans sure need some aid. 


If I can do anything to help at any time, let me know. 
Your friend, 


W. C. JOHNSON, 
Business Manager, International Brotherhood of Electrical Workers. 
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DeAR REPRESENTATIVE FasceLtL: The members of local union No. 359, IBEW, 
who number 1,150 wish for me to convey to you their feelings in regard to the 
extension of the GI home loan program. 

At the last regular business meeting of local 359, the Congressional Record in 
regard to the extension of the GI home loan program was fully discussed and 
it is the wishes of the members of this local to inform you that we are in full 
support of extension of the GI home loan program. 

Very truly yours, 
LEONARD W. SPRING, 
International Brotherhood of Electrical Workers. 


It is obvious from the endorsements from organizations representing millions 
of Americans that definite steps and final action to extend this program must 
be taken. It is extremely important that the veteran home buyers, the home 
builders, and the thousands of others that produce materials for this industry 
be given advance notice as to what to expect in the way of legislation in this field. 

Any action calling for an abrupt termination will have adverse economic 
effects on our economy. The only logical way to terminate the program is 
through a gradual process based on length of service. A committee study of 
this proposal could effect the proper solution to a gradual termination. 

Let us extend the GI home loan program and provide for a gradual termi- 
nation. 

For your further consideration, I am submitting another proposal which 
merits serious study. It could be a better solution to the problem than any of 
the proposals presently under review. 


To amend section 500 of the Servicemen’s Readjustment Act of 1944 to provide 
an additional period for World War II veterans to obtain guaranteed loans 


That (a) subsection (a) of section 506 of the Servicemen’s Readjustment Act 
of 1944 (38 U. S. C., sec. 694) is amended by striking out “Any loan made by 
such veteran within 10 years after the termination of the war,” and inserting in 
lieu thereof the following: “Any loan made by such veteran within eleven years 
after the termination of the war, plus the period determined under the next 
sentence of this subsection,”’. 

(b) Such subsection is further amended by inserting immediately after 
the fourth sentence thereof the following new sentence: “The period referred 
to in the preceding sentence shall equal, in the case of each veteran, three 
months for so much of his active service after September 15, 1940, and before 
July 26, 1947, as exceeds six months and does not exceed 12 months, plus 
three additional months for each six months (or fraction thereof) of active 
service performed by him in excess of twelve months between such dates, but 
in no event to exceed twenty-four months; however, if such veteran was dis- 
charged or released from active service between such dates under conditions 
other than dishonorable by reason of an injury or disease incurred in or aggra- 
vated by such service in line of duty, then such period shall equal twenty-four 
months.” 


The_ effect of the above legislation is that it would provide for a straight 1- 
year extension for all World War II veterans. Thereafter, during the next 
2 years, it would provide for 9 separate stepdowns; however it allows the 
disabled veteran benefit of the full 3-year extension. I am advised by the 
Veterans’ Administration that the following would be the effect of this bill 
for that remaining 2-year period: 

1. July 1958, there will be 280,000 eligibles cut off. 

2. October 1958, 670,000 cut off. 

3. January 1959, 805,000 cut off. 

4. April 1959, 1,045,000 cut off. 

5. July 1959, 1,149,000 cut off. 

6. October 1959, 1,595,000 cut off. 

7. January 1960, 1,555,000 cut off. 

8. April 1960, 860,000 cut off. 

9. July 25, 1960 (cutoff date), 1,316,000 cut off (including 325,000 disabled 
veterans). 

The Veterans’ Administration expects there are 9,266,000 veterans who could 
use their eligibility. 


x 








